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Current Financial Opinion 


Edited by John M. Oskison 


ALK slowly amongst the finan- 
cial prophets, and you will be 
filled so full of optimism con- 

cerning the near future that you find it 
hard to understand the actual dulness 
you see in the investment markets. They 
all refuse to admit that there’s anything 
wrong which can’t be explained by one 
of two reasons—the coming debate on 
the tariff bill in the Senate (and the con- 
sequent apprehension as to what will 
finally come out of the committees of the 
two Houses), and the necessity for an 
increase of rates for the railroads. 

Opinion in 19 States was recently 
sought by the United States Mortgage 
& Trust Company, and the replies were 
analyzed by groups—South, Southwest, 
Northwest, Intermountain and Middle 
West. The company’s comment on the 
opinions is given under five heads. It 
says that 

(a) Crop prospects are generally fa- 
vorable ; 

(b) Manufacturing conditions are 
nearly normal, with some slowing until 
the future can be diagnosed more surely ; 

(c) A general indifference on the part 
of investors to the tariff discussion—or 
a resignation to whatever changes are 
coming, at any rate. This is accompanied 
by an almost utter lack of interest in the 
income tax provision of the proposed 
bill ; 


(d) Firm maintenance of high money 
rates, and increasing caution on the part 
of bankers; 

(e) A sound real estate market, with 
increased use of local capital for new 
building operations. 

Flood and tornado damages, says this 
summary, are being repaired with speed. 


A Roll Call of Optimists. 


J AMES J. HILL furnishes a character- 
istic crisp paragraph covering the 
land of his heart, the Northwest: 

General conditions in the Northwest are 
better than they were at this time last year. 
The season is a week late and plowing is 
somewhat behind. Our banks are in a strong 
condition and farmers are generally better off 
than they were a year ago. 

George M. Reynolds, president of the 
big Continental and Commercial Bank 
of Chicago, ended a four months’ vaca- 
tion with a cheerful look ahead: 

I see nothing other than encouraging in 
home affairs. There need be no scare over 
tariff revision. Business men and financiers 
have become generally reconciled to the 
changes about to be made in the tariff sched- 


‘ules, which, it is hoped, will settle the question 


for years to come. 

I do not prophesy as to the future, but I 
am frank to say that I am of the opinion that 
the protection theory has been over-played, 
and I see nothing to fear in a wise revision 
of the tariff. 
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Uncte Sam, to Concress: “Toss it aboard—haven’t 
time to stop.”—Philadelphia Record. 


John Skelton Williams, who came out 
of the financial field in the South to be- 
come Assistant to the Secretary of the 
Treasury, has this to say: 


I believe that a greater degree of confidence 
will soon obtain. The Administration and the 
department with which I am connected will 
do all in their power to accomplish this. The 
outlook for a comprehensive revision of our 
currency system is promising. The bill is in 
the hands of conservative men who have no 
axes to grind or who do not propose to show 
any favoritism. There is an excellent out- 
look for the accomplishment of the currency 
revision within the next six months. 

The National City Bank, of Chicago, 
sees a very active and legitimate demand 
for money for the financing of municipal 
loans. These, in the bank’s opinion, will 
be put out very generally on a 4% per 
cent. basis—or even higher. 

There is no doubt that the interest rate in 
the United States is rising and that the financ- 
ing of 1913 will probably be done upon a more 
costly basis for the borrower as compared with 
last year or the year before. The increase 
may not be very marked, but it will be suffi- 
cient to compensate the lender for the rela- 
tively high bid for capital the world over. 


Bottom for the Bond Market? 


‘THERE seems to be a fairly general 
agreement 


money which will go into business is 
bound to show a falling off. From that 
prediction it is a short step to the con- 
clusion that therefore an unusually large 
supply will find its way into the invest- 


OF 


that the amount of. 
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ment market. As Financial America 
completes the argument for brisker trade 
in securities: 

Those who hold these opinions, therefore, 
regard the bond market as about at the mini- 
mum of quotations. When the real invest- 
ment demand will become active is a point 
impossible of prediction. 


Experts among the bond dealers are 
lining up with the fair weather prophets. 
Here are quotations from a number of 
them : : 

Sound bonds are on the bargain counter. 


Now is a good time to buy—the best time, in 
fact, since the 1907 panic—N. W. Halsey 


The bond market has recently touched the 
lowest average level in prices since the depres- 
sion of 1907-1908. We believe the present 
situation, favoring as it does the purchaser 
of sound investment bonds, should be taken 
advantage of by conservative investors either 
to make new sdectiodn or to add to their pres- 
ent holdings.—Harris, Forbes & Co. 

There is a large amount of money awaiting 
investment, and inasmuch as the high grade 
securities are selling in some instances at the 
lowest price level established since the panic 
period of 1907, it would seem as if the decline 
had reached a stage where more pronounced 
investment support could be depended upon.— 
Fourth National Bank, New York. 

There is really nothing that can happen to 
the permanent disadvantage of the buyer of 
good bonds at the prices now obtaining. — 
New York Times Annalist. 


The Groaning Board for Investors. 


A\FTER the rural wedding, we have 

often read that the table fairly 
groaned under the weight of the good 
things set out for the delectation of the 
guests. Running through a vast volume 
of comment on investment .conditions, 
illustrated profusely by specific examples 
of what the investor may buy with his 
ready dollars, that use-honored phrase 
comes inevitably to mind. One Stock 
Exchange house has used in its recent 
circular advertising this account of an 
actual transaction for one of its cus- 
tomers as a suggestion: 


Present 

o. Price Annual 
Shares. Security. Paid. Cost. Divs. 
10 Atchison com..100% $1,008.75 $60 


10 Balt & O. com..100 1,000.00 60 


10 Gt. North. pf. ..126% 1,265.00 70 
10 N. Y. Central. .10534 1,057.50 50 
10 Northern Pac. .115% 1,153.75 70 
10 Pa. (full shrs.).118% 118250 & 
10 St. Paul com. .108 1,080.00 50 
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996.25 60 
1,230.00 70 


$9,973.75 $550 

“The return on the investment averages 
5.51 per cent.” 

The New York Sun has heard that the 
bears have got into the bond field and 
have been selling them short—and that 
ought to help the recovery of prices, 
thinks the Sun. 


10 Southern Pac... 995% 
10 Illinois Cent... .123 














MAY THE NEW DEAL BE A SQUARE DEAL. 
—Chicago Tribune. 


The Vice-President’s Wealth-Philos- 
ophy. 
ME. MARSHALL is shooting prece- 
dent as full of holes as Mr. Roose- 
velt started to do when he was put into 
the vice-presidency in 1903. The Mar- 
shall philosophy of wealth and what he 
thinks of timid capital are worth putting 
down here. He said: 


Men of judgment have expressed to me 
the opinion that if a vote were taken on a 
proposition to make all estates over the sum 
of $100,000 revert to the State upon the death 
of the owner—the $100,000 being exempted— 
it would be carried two to one. 


In Boston, Mr. Marshall spoke of 
timid capitalists : 


A man came to me the other day in Wash- 
ington and said: “Mr. Marshall I’m one of 
a group of men who represent $75,000,000 
which is waiting to be invested.” “What are 
you waiting for?” I asked. He said, “We're 
waiting for Congress—to see what Congress 
is going to do.” 

I said: “Well, if I had my way, I'd see 
that $75,000,000 baked, boiled, and fricasseed, 
and shoved down the throats of the men who 
own it. Capital that can’t stand a square 
deal isn’t much good to anybody. Capital 


that has no initiative isn’t much good, and 
capital that wants Government assistance in 
its investment isn’t much good to the country.” 

We might as well face this scare business 
now as any time. It was bound to come 
anyway. It won’t amount to anything, for 
this country’s prosperity is on too solid a basis 
to be easily scared. 


Cutting the Fat from Fortunes. 


CONCERNING the growth of great 

fortunes, Albert W. Atwood, in 
Business America, has this reminder for 
those who share Mr. Marshall’s alarm 
over their growth: 


Possibly the Vice-President has been in- 
judicious in his remarks, but it may be that 
he has said nothing more radical than the 
statute law of many States already recog- 
nizes. 

The truth is that great fortunes have grown 
but little faster than the efforts to curb them. 
In 1911, thirty-eight States had inheritance tax 
laws, and with the exception of Indiana and 
the District of Columbia, there was no State 
wherein many rich men reside which did not 
have such a law. Practically all these laws 
were new. Nineteen States adopted such 
laws in 1909 and 1910. Prior to those years 
only a few States had any inheritance tax 
laws and such as did imposed very moderate 
rates, whereas now there are States which 
tax as high as 25 per cent. on certain be- 
quests. . . « 

If the Federal income tax is at all success- 
ful, the States may resort to a similar device. 
State income taxes have rarely proved suc- 
cessful, although in one State, Wisconsin, the 
new statute appears to be working fairly well. 
But as State lines break down the country 
may resort to a Federal income tax appor- 
tioned among the States. That, of course, 
would mean a far heavier tax than any which 
may be levied for merely Federal purposes. 
Such a tax would unquestionably be pro- 
gressive. Then if Federal expenditures con- 
tinue to increase an inheritance tax is in- 
evitable. 


Washington and Wall Street. 


WALL STREET people returning 

from Washington carry the inter- 
esting information that the short interest 
in stocks at the capital is larger than has 
been the case at any time since the be- 
ginning of the Spanish-American War, 
so reports the New York Times, which 
goes on to say: : 

It would be improper to designate the kinds 
of people who are short of stocks. Suffice 
it to say, on the authority of the Wail Street 
visitors, that everyone to be met with in Wash- 
ington asks not what to buy, or whether it 
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is time to buy anything, but what is the best 
thing to sell. 


Trading on the Montreal Exchange. 


WHILE the price of a Stock Ex- 
change seat has tumbled from 
$90,000 to nearly half that figure in New 
York, the Montreal Shareholder points 
out that the price of a seat on her Ex- 
change has remained steady at $30,000. 
To a very large extent, Montreal has 
broken away from the leadership of New 
York, and the 66 brokers on her board 
are doing a better business, on the aver- 
age, than are the New York brokers. 

In Canada the activity in real estate, which 
was general throughout the country for the 
past year or two, has somewhat seriously in- 
terfered with the usual speculative activities 
of the people. There are signs, however, that 
the wild speculative craze in real estate is at 
an end, and investors will again turn to 
stocks. 


Help! Canada’s Sinking. 


THE London Economist prints a long 
analytical article about the extraor- 
dinary demands being made by Canada 


for loans in that market. In the first 
three months of the year, Canada took 
over $50,000,000, as compared with the 
demand of the United Kingdom itself for 
new capital which amounted to only 
about $37,000,000. That all of this 
money, and more, is needed if a crash 
does not come is the conviction of Fred 
R. Macaulay, who contributes an article 
on “The Startling Economic Position of 
Canada” to the Annalist. 

This article is based on a chart show- 
ing Canada’s excess of imports over 
exports from 1850 to 1913. Beginning 
with an unfavorable trade balance of 6 
millions, dropping to 25 millions in 1854, 
rising to a level in 1880, dropping to an 


unfavorable balance of 34 millions three - 


years later, rising to a favorable balance 
of 25 millions in 1888, the line takes a 
sudden, swift plunge to a point where, 
in 1908, the balance against Canada 
dropped to 115 millions. In two years, 
however, the line mounted to the point 
where the unfavorable balance was only 
40 millions. Then, from 1908 to the end 
of 1912, the chart shows a dizzy plunge 





“If anything of importar ~es up, ®'-v, turn + over to W>~4 


tow I'm a very busy man 


A BUSY DAY IN THE STATE DEPARTMENT. 
—N. Y. Sun. 


down to a point where imports exceed 
exports by 288 millions. 


Now what are the facts about an adverse 
balance in a debtor country which make it a 
dangerous sign? We have seen that Canada 
has been running an increasingly large ad- 
verse balance since 1902, until at the present 
moment she is in the condition of having had 
for three consecutive years a larger adverse 
balance than has ever been run by a debtor 
country. She has a population of something 
less than eight million. When the United 
States in 1872 ran an adverse balance of 
$116,000,000 they had a population of 40,500,000. 

And Canada has not as yet gone through 
any severe reaction. May it not be that the 
Trade Commissioner was right, and that the 
country has entered on a new period when 
ordinary economic precedent will be set at 
naught? Although crises are almost invari- 
ably preceded or accompanied by peaks in the 
adverse trade balance, is it also true that 
peaks in the adverse balance forecast crises, 
and, if so, how are we to know just when the 
turn will come? 


That Adverse Trade Balance. 


"The best theory runs about as follows: 
The turn in the business tide does not come 
so much because an immense adverse trade 
balance has been growing up; it comes be- 
cause that adverse balance cannot continue 
to grow indefinitely. This is the reason why 
it is always so difficult to pick the instant of 
the crisis and absolutely impossible to do so 
without considering other than mere trade 
factors. Trade factors point out the direc- 
tion in which the country is headed and about 
how far along she has progressed in the credit 
cycle. 

An adverse balance is like a bubble—the 
larger it grows the more likely is it to break. 
However, it must continue to grow or pros- 
perity vanishes and, as the London market 
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is beginning to say, there are limits to all 
things. The reason why the balance must 
continue to grow, or at least decline mate- 
rially, if prosperity is to continue, is that it 
represents credit, and this credit is creating 
demand for goods and labor and holding 
prices, and if the supply be cut off retrench- 
ment and liquidation must follow. Compel 
Canada to import no more than she exports 
during the next twelve months and you would 
have one of the greatest crashes of history. 


Who Can Define Speculation? 


THE British Parliamentary Committee 

was examining Sir Rufus Isaacs 
concerning his transactions in Marconi 
stock—the turn in which the Chancellor, 
Lloyd George, shared. .There followed 
this dialogue: 


Lord R. Cecil—Surely that is speculation, 
not investment? 

The witness—Not at all; we change in- 
vestments for clients almost every day. 

Your view is that, as long as you have a 
stock and sell, that is investment ?—Bona-fide 
business. 


__And that it is not speculation to sell even 
if you intend to buy back at a lower price 
later on?—That is so. 


And even if that is the purpose of the orig- 
inal sale?—Certainly. It is a sort of business 
done by the most conservative bankers in the 
City of London. 

Lord R. Cecil’s explanation of his 
questions, that he had always thought in- 
vestment means buying for the purpose 
of receiving dividends, started a general 
discussion in the English financial papers 
and among the bankers of the definition 
of the two words, Investment and Specu- 
lation. In the New York Evening Post, 
these discussions were summarized and 
this comment added: 

The truth is, of course, that the commit- 
tee and its witnesses were wrestling with a 
very old difficulty. A line can broadly be drawn 
between speculation and investment, but there 
are whole classes of transactions which it is 
impossible to define sharply under either head. 
There is a point where one passes into the 
other, and that point often cannot be fixed 
precisely. 

The Post is reminded that the matter 
was of current interest in Shakespeare’s 
day, and quotes Bardolph’s serious ex- 
planation to Justice Shallow: 

“Speculated ; that is when a man has, as they 
say, speculated; or when a man is—being— 
whereby—he may be thought to have specu- 
lated; which is an excellent thing (for us).” 


Who Has the Answer in This Country? 


How are the ‘savings banks going to 

make their books balance if the 
downward trend of the bond market con- 
tinues? That is, says the Times, one 
of the nightmares which affect the 
slumbers of the trustees of the one class 
of securities buyers which has been most 
conservative in making investments. The 
fact that the savings banks could not 
now liquidate their holdings of railroad 
bonds and pay off their depositors is 
causing them a lot of theoretical worry. 
But— 

Possibly if it were more discussed it would 
be less a nightmare. Fundamentally, the ques- 
tion is whether the railroads of the country 
are worth their bonds. The answer cannot be 
in doubt. They are. That being admitted, 
the bonds are worth par, and all that may be 
said to have happened is that the prevailing 
rate of interest has risen. If a savings bank 
puts money into real estate mortgages at 3% 
per cent. and a year later the prevailing rate 
of interest on that kind of security is 4 per 
cent., it does not mark down the principal of 
its former investments. If the mortgages 
were good in the first place, they are still 
worth their face value, though the rate of in- 
terest has risen. Likewise, the bond of a 
solvent corporation is worth par, if held to 
its maturity, no matter what changes in mar- 
ket quotations take place in the meantime. 

New England railroad bonds are held 
very largely by the savings banks of 
Massachusetts—you may be interested in 
reading the list compiled by the Boston 
News Bureau and in looking up the 
present quotations of these bonds. When 
you have done that, it will be easier to 
understand that the savings bank men 














THE PRODIGAL ASS. 
—Philadelphia Inquirer, 
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are worried. Of the total outstanding 
bonds issued by six New England roads, 
amounting to $150,856,300, the Mas- 
sachusetts savings banks hold $62,502,- 
000, or 41 per cent. In detail, the fig- 


ures are: 
Amt. out Amt. held by 
June 30,’12. Mass. sav. bks. 
New Haven 3%s $25,416,300 i a 000 
New Haven 4s 2 *000,000 0 
Boston & Maine 3s... . 5,454,000 
Boston & Maine 3%s. 3,500,000 
Boston & Maine 4s... 14,419,000 
Boston & Maine 4%s. 17,700,000 
Fitchburg 3%s 
Fitchburg 4s 
Fitchbur 
Wore. 
Conc. Montreal 4s. 0 
Boston & Albany soe 4,858, 000 
Boston & fey = a 17, 127, 7000 
Boston & Lowel 34s. 1,689,000 
Boston & Lowell 4s. 4,839,000 2,713, 3,000 


From the Becher and Tradesman of 
Boston comes a note of puzzlement over 
just what a “bargain” for the investor is, 
and it explains: 

New England especially has seen many of 
the securities which for years have been con- 
sidered “gilt-edged,” decline to figures which 
not so very long ago would have been thought 
impossible. 





| THATS ALL CROWN 
SINCE ELECTION DAY! 


A WONDERFUL HAIR RESTORER. 
—Brooklyn Eagle. 


Prospectors Take Notice. 
C. HOOVER, one of the best 
* known and most responsible of 
gold mining engineers, recently answered 
three questions bearing on the future 
output of gold. These queries touched 
on the expected production from fields 
already discovered, the limit in time to 


their capacity for profitable exploitation, 
and the probability of new fields and new 
processes adding to the supply. What 
follows here are extracts from Mr. 
Hoover’s expert opinion: 

The equipment has already been provided to 
work fully 90 per cent. of the payable areas 
(and some of the unpayable ones), [of the 
“banket,” or Witwatersrand, type] and of 
this crushing machinery erected, shortage of 
labor prevents the operation of something be- 
tween 5 per cent. and 10 per cent. of the 
total available capacity. The further equip- 
ment in contemplation and the unemployed 
capacity are obviously themselves pregnant 
with increased production, but both factors 
together would not indicate a possible growth 
of more than $30,000,000 per annum. On the 
other hand, the ownership of these gold beds 
—unlike the American mineral title—is limited 
to the portion of the beds vertically below the 
absolute surface boundaries. In consequence, 
the life of any given mine is limited by its 
vertical boundaries, and thus the amount of 
tonnage available to any particular company 
is approximately calculable and the period for 
which any given equipment can be supplied 
can also be approximated. 


Where Output Will Fall Off. 


An inspection from this point of view will 
show that mills producing now at the rate 
of some $15,000,000 per annum will have fin- 
ished their mainly profitable areas within four 
years or less; that another $40,000,000 annual 
production will have ceased between four and 
ten years; and a further $50,000,000 of an- 
nual production will have ceased within a 
period of from ten to twenty years. There 
is the possibility in some cases of present pro- 
ducing mills working in deep level ground be- 
ing fed by acquiring adjoining areas of deeper 
territory, and in others of ore now unpay- 
able being operated if expenses can be suffi- 
ciently reduced. The opportunities in these 
directions, however, are not anything like 
sufficient to supply the deficiencies of exhaus- 
tion of areas now counted in production. . . 

Considering the volume of capital available 
and its constant search for opportunity for 
investment in this sort of mining, it is safe 
to assume that there are coniparatively few 
known profitable deposits outside Alaska, 
Rhodesia, and West Africa, not now produc- 
ing with great energy—and a lot of un- 
profitable ones. Further, every year, or every 
month for that matter, a certain number of 
working mines fall out of the ranks from ex- 
haustion, and if we exclude the new recruits 
it is a certainty that the world’s production 
from this source would decline with great 
rapidity—I presume a decrease of 50 per cent. 
in ten years would be a very conservative 
guess. The output from the United States, 
Mexico, Russia, and Australasia, countries 
which contribute over 40 per cent. of the 
world’s total, are already declining, and I 
believe will, from present known deposits, 
continue to decline. Of the regions which 
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OVERLOADED BY UNREASONABLE RESTRIC- 
TIONS. 


—Brooklyn Eagle. 


show an increase, Rhodesia and West Africa, 
Canada and South America, now producing 
under 10 per cent. of the total, will increase 
to a moderate extent during the next few 
years. There have been rampant stock booms 
founded on some of these fields, and a very 
large amount of capital has been provided 
for equipment which is not all as yet operat- 
ing. An addition of $10,000,000 annually 
would be a liberal estimate, however. 

In general, my own view is that from pres- 
ent known deposits some month in 1913 will 
see the maximum production, and that it is 
unlikely that the whole year will show such 
an increase as 1912, and possibly none at 
oh -« +. 
Certainly the last fifteen years, which have 
witnessed probably ten times the activity of 
exploration of any similar period previously, 
has added nothing very notable by way of 
new districts, and the sands of the mills built 
on the earlier discoveries have now begun to 
run out. 


The Smile on the Face of the Investor. 


T is the Wall Street Journal which asks 
the pertinent question which must 
rise to the lips of the reader who learns 
that the gold supply is not only not go- 
ing to increase with its old rapidity, but 
that it is likely actually to decrease. 


If the circulation per capita in this country 
has been substantially stationary for five years, 
the question naturally arises why increase in 
commodity prices has continued. The answer, 
so far as it depends upon monetary condi- 
tions, is undoubtedly found in the fact that 
the stimulus given to production and to the 
extension of industrial equipment during the 
period of rapid monetary expansion tended 
for a time to continue from its own momen- 
tum, and is at last being checked only by 
the fact that the expansion of credit has 
reached the limit of gold reserves and can- 
not go further without invoking a repetition 
of the monetary stringency which has recently 
been felt so acutely all over the world. 


Gold—Get It While You Can! 


[\ his annual report, George E. Rob- 
erts, Director of the Mint, takes the 
ground that any material increase in the 
world’s gold supply in the next ten years 
is improbable. On the other hand, the 
continued absorption of gold by India is 
an alarming fact. With an increase of 
30 millions in gold production between 
1908 and 1912, Mr. Roberts invites us 
to consider this table showing India’s 
imports of gold for the last five years: 


1911-12 


At this writing it seems probable that the 
imports of 1912-13 will equal and possibly 
exceed those of the preceding year. 

India has been able to demand this 
gold because of an increasing favorable 
balance in international trade. Here are 
the figures as to that, covering the same 
five-year period: 


79,048,235 

211,919,211 

248,068,313 

272,305,961 

An English financial writer, who has 
made a long study of the finances of 
India, is Mr. Moreton Frewen. He has 
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GOING SOME. 


The merry progress of the extra session, as seen by 
the Philadelphia Ledger. 
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been in this country lately, and his views 
have been given currency here. He 
dates India’s abnormal demand for gold 
from the passage of the law taxing the 
importation of silver. India, he thinks, 
must have metal money, and when get- 
ting the silver they preferred became 
costly, they turned to gold. 


And so, here we are back to the in- 
vestor again. He stands confronting a 
world which is bidding higher and high- 
er for the capital needed to finance rail- 
road improvements; to carry on and 
enlarge established industrial enterprise, 
and to develop the ever-increasing new 
businesses which hold out their lures of 
good return. 


The Mellen-Brandeis Set-to. 


T is President Mellen who has become 
the main figure in the Government’s 
investigation of the New Haven road. 
He came forward and occupied the spot- 
light which had rested upon the smiling- 
ly incredulous countenance of Louis D. 
Brandeis for a good while. Here is a 
picture of Mellen by Mellen—furnished 
when he took the stand: 


Choate: In what year did you become 
resident of the New York, New Haven & 
artford Railroad Co.? 

Mellen: In 1903-04. 

Choate: Prior to that will you state very 
briefly your railroad experience? 

Mellen: For six years prior to that I was 
president of the Northern Pacific, five years 
ed to that second vice-president of the New 

aven; prior to that for the better portion of 
a year general manager of the New York 
& New England Railroad; for four years 
prior to that general traffic manager, assistant 
general manager and general purchasing agent 
of the Union Pacific Railway system; prior 
to that for eight years the general superin- 
tendent of the Boston & Lowell Railroad, 
now Boston & Maine. 

Choate: Your railroad experience covered 
how many years? 

Mellen: Forty-four years the 22d day of 
next September. 

Choate: How did you begin it? 

Mellen: As a clerk at $25 a month on 
what was the Northern Railroad of New 
Hampshire, now a leased line of the Boston 
s Maine, at Concord, N. H., which is my 

ome. 


In their report for 1912, the Massachu- 
setts Railroad Commissioners made 
some plain statements concerning the 
New Haven monopoly, and also called 
for a more friendly view of the manage- 


ment by its patrons. The one side was 
stated in this way: 


It is the consensus of intelligent opinion at 
the present time that the New York, New 
Haven & Hartford Railroad system has al- 
ready exceeded the proper limits of combina- 
tion, and that unless it pope voluntarily 
to divest itself of some of the properties now 
held by it, there is little doubt that some other 
effectual means will be found for accomplish- 
ing that result. Indeed, that process is al- 
ready under way. 


And the other side was indicated, too: 


The present attitude of the public toward the 
New York, New Haven & Hartford Railroad 
system interferes seriously with the efficient 
operation of the railroad, and is prejudicial 
to the company and to the public alike. The 
community of interest between the company 
and the public is so large that each is bound 
by the dictates of self-interest to deal justly 
by the other. 


Finally, the Commissioners said : 

We are hopeful that the New York, New 
Haven & Hartford Railroad Company, inso- 
far as it may be held responsible for present 
conditions, will be ready to make such con- 
cessions as may be reasonable and proper, 
in order to establish a more friendly relation- 
ship with the people of the Commonwealth. 

What happened at the May 15 meet- 
ing of the New Haven directors when 
the dividend was cut from the 8 per cent., 
which had come to be looked upon as 
permanent, to 6 per cent., will seem a 
little clearer in the light of such com- 
ment. 





MARY’S LITTLE LAMB. 


The Newark News thus depicts Mary’s horror at 
the imminent danger of the high protective tariff lamb. 














What Is Capital Stock? 


Legal Position of the Stockholder—What the Corporation May 
or May Not Do 
By ROMAINE H. CROSBY 








[This article is an extract from a lecture recently delivered by Mr. Crosby at the 
Finance Forum, New York. In succeeding issues of this magazine the most valuable 
points brought out in other lectures there by well-known men will be reproduced, so 


far as our space permits.] 


VERY business corporation has cap- 
ital stock divided into shares en- 
titling the holders thereof to par- 

ticipate in the surplus profits or surplus 
assets remaining after the debts are paid. 
The capital stock of a corporation, in a 
sense, resembles the total interests of all 
the partners in a partnership. It is the 
sum total of the stockholders’ interest in 
the corporation. The capital of a cor- 
poration is its assets and its capital stock 
is the total interest of the stockholders in 
that capital. 

While in a partnership a partner can- 
not sell his interest without dissolving the 
firm, a stockholder in a corporation can 
sell his interest or any part of it at will. 
Consequently, in order to provide a con- 
venient method of sale of an interest in 
a corporation the law provides for a di- 
vision of the capital stock into shares, 
which are usually of the par value of $100 
each. 

Every company at the time of its or- 
ganization is limited as to the amount of 
capital stock it may issue. Thus, if a 
corporation is capitalized at $10,000 each 
share of stock of the par value of $100 
represents a one-hundredth interest in 
the corporation. 

Now, what does that interest in the 
corporation amount to? The _ stock- 
holders share in the profits of the com- 
pany in proportion to their holdings. 
This share in the profits is called a divi- 
dend. Before anything can be set apart 
for dividends all debts must be paid or 
provided for, and furthermore, the as- 
sets of the company must be at least 
equal to the amount of its capital stock. 
After deducting these items any sum re- 
maining over constitutes a surplus and is 
applicable for dividend purposes. 

If there is no surplus and a dividend 


is declared, the directors are liable and 
the illegal dividend can be recovered 
from the stockholders. The reason for 
this is that the law, by allowing corpor- 
ate organization as a means of escaping 
the personal liability incident to a part- 
nership, protects present creditors by 
prohibiting dividends before the debts 
are paid and protects future creditors by 
prohibiting any reduction of the com- 
pany’s assets below the amount of its 
capital stock. A corporation’s capital is 
said to be a trust fund for the benefit of 
its creditors. You will notice in all cor- 
poration statements that capital stock is 
always carried as a liability. In this way 
it is readily ascertainable whether or not 
there is a surplus or a deficit. 

Upon the winding up of a corporation 
whether or not the stockholder receives 
the par value of his stock depends en- 
tirely upon the amount realized from the 
assets and upon the amount of the com- 
pany’s debts—the stockholders share in 
the assets remaining after all of its debts 
are paid. 

Sometimes a corporation has several 
kinds of stock—preferred stock and com- 
mon stock. One class of stock called 
preferred stock may be created giving to 
the stockholders the right to a certain 
dividend, say 6%, out of each year’s net 
profits before the holders of the com- 
mon stock receive any dividend. The 
preferred stock is called non-cumulative 
if no arrears of dividends are to lapse 
over to future years. If, on the other 
hand, the stock is cumulative, then the 
common receives no dividend until all 
arrears of dividends on the preferred for 
past years have been paid. 

Sometimes the preferred stock is pre- 
ferred as to assets. In such a case, upon 
the winding up of the company the hold- 
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ers of the preferred stock are entitled to 
be paid par for their stock out of the net 
assets before anything is distributed 
among the holders of the common stock 
and then the common shareholders share 
in everything that remains, whether it be 
large or small. At times, in considera- 
tion of all these benefits, the preferred 
stock is not given voting power. 

We now come to a very important 
matter and that is the issue of capital 
stock. The company’s charter provides 
how much capital stock may be issued 
and the law provides that for every dol- 
lar of capital stock issued the company 
must receive a dollar either in money, 
property or services. If the company 
does not receive this equivalent the stock 
issued is only partly paid for and a stock- 
holder, whether he receives the stock di- 
rect from the company or not is liable for 
the difference between the amount the 
company received for it and its par value 
no matter at what price he bought it for 
from someone else. 

Of course, if the stock is issued for 
cash the question is simple. Either it is 
fully paid or not. If, however, the stock 
was issued for property very often the 
question arises: Was the property worth 
the par value of the stock issued? 

The States are divided in two groups 
in passing upon this question. One 
group adheres to what is called the true 
value rule and the other the apparent 
value rule. The true value rule is that 
stock is not fully paid for unless the 
property was actually worth the par 
value of the stock. The apparent value 
rule makes the judgment of the directors 
upon the value of the property the test. 
It is a wise rule never to organize a cor- 
poration where the true value rule is in 
force. It is likely at any time to lead to 
trouble. New York, Delaware and 
Maine are States conspicuous as adher- 
ing to the apparent value rule. 

New Jersey was formerly in the group 
of States adhering to the apparent value 


rule. Just recently, however, the Legis- 
lature, at the suggestion of President 
Wilson, adopted, as you all know, cer- 
tain corporation laws known to the 
newspapers as the “Seven Sisters.” One 
of these sisters amends the old law that 
requires property purchased with stock 
shall be of the reasonable value of the 
stock. Not onlv that, but this law has 
amended the former law by doing away 
with the provision that the judgment of 
the Board of Directors shall be con- 
clusive upon the value of the property. 
Of course, the courts have not passed up- 
on the law yet, but I think that undoubt- 
edly their construction will be in favor of 
the true value rule, especially as the new 
law is an amendment of the old apparent 
value rule. 

At all events it is apparent that the 
“Rule of Reason” is to be enforced by 
the courts. The practical working out 
of this amendment makes it impossible 
for any corporation to know whether its 
stock is fully paid for or not until the 
court of last resort of New Jersey has in 
each case passed upon the value of the 
property. Thus, innocent persons may 
become liable to an assessment on their 
stock which they never contemplated 
when they purchased it. In my opinion, 
the law, while possibly good in theory 
as a deterrent to stock watering, 
is too uncertain in its practical oper- 
ation to warrant the incorporation 
of even a small company in New 
Jersey. 

Sometimes you have heard it said that 
if the preferred stock is properly issued 
the common stock may be given away 
as a bonus. This is absolutely bad law. 
So far as the issue of preferred and com- 
mon stock is concerned the law makes no .- 
distinction between them as to their pay- 
ment and they must both be paid for dol- 
lar for dollar in cash, property or ser- 
vices. The creditors are the persons in- 
terested and so far as they are concerned 
stock is stock. 











The Minnesota Rate Cases and What They 
Mean 
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OR more than a year 
a group of cases has 
been pending before 
the Supreme Court 
of the United States, 
the decision of 
which is of the 
highest importance 
to railroad and 
financial interests, as 
well as to investors 
and speculators 
throughout the 
country. These cases 
are popularly known 
as the Minnesota 
Rate Cases. Every- 
one who reads a 























newspaper has seen 
references to them, but comparatively 
few persons understand just why they 
are so important and exactly what ques- 
tions and principles they involve. 


The Northern Pacific, Great North- 


ern, and Minneapolis & St. Louis 
railroads run through Minnesota and 
adjoining States. In the year 1906 
these roads were carrying passengers 
and freight into and out of Minnesota, 
and also between various local points 
within that State in accordance with 
rates which had been duly approved by 
the Interstate Commerce Commission. 
The traffic into and out of Minnesota 
constituted interstate commerce; the 
trafic between points within that 
State, intrastate commerce. In Sep- 
tember, 1906, the Railway and Ware- 
house Commission of Minnesota di- 
rected a reduction of freight rates be- 
tween points within that State (intra- 
state), which was 20 to 25 per cent. 
below the rates then in use by these 
railroads, and in April, 1907, the Min- 
nesota legislature passed an act reduc- 
ing the intrastate passenger fares of 
these companies about one-third. Se- 
vere penalties were prescribed for fail- 
ure to obey these mandates, and the 


railroads accordingly complied with 
them. 

The results of these reductions were 
serious and far-reaching. The follow- 
ing may be cited as examples. 

There are many pairs of closely ad- 
jacent cities supplied by these roads, 
one of each pair being just within the 
boundary of Minnesota, and the other 
just over the line in an adjoining State. 
Among these pairs are Duluth, Minn., 
and Superior, Wis., which sit side by 
side at the westerly end of Lake Su- 
perior; Grand Forks, N. D., and East 
Grand Forks, Minn.; Wahpeton, N. D., 
and Breckenridge, Minn. Each mem- 
ber of each pair is a competitor of its 
mate for the trade of Minnesota. The 
cities of each pair depend upon the 
same railroads, supply substantially 
the same markets, and receive and ship 
the same kinds of articles. Prior to 
the rate reductions referred to, both 
members of each pair were accorded 
the same freight rates. These reduc- 
tions resulted in a tremendous advan- 
tage to the Minnesota member of each 
pair, and threatened serious injury or 
total destruction to the Minnesota 
commerce of the other member. 

In like manner, free competition 
among various localities for supplying 
coal to Minnesota was prevented by 
the action of the Minnesota Commis- 
sion. Duluth, Minn., Gladstone, Mich., 
several towns in Wisconsin, Chicago 
and various other parts of Illinois were 
the distributing points which competed 
for this business. Bearing in mind 
that the reductions ordered applied 
only to rates between points within 
the State of Minnesota, it is obvious 
that Duluth would derive from them 
such an advantage as would prevent 
the other distributing points from suc- 
cessfully competing with that city. 

One of the gravest and most impor- 
tant results of the reductions under 
discussion was their effect upon long- 
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distance freight rates. St. Paul lies 
near the eastern boundary of Minne- 
sota, and practically all freight shipped 
from States south and east of Minne- 
sota and destined for towns within 
that State passes through St. Paul. 
The former through rate on first-class 
merchandise from Chicago to Wadena 
(a small town in the western part of 
Minnesota) was $1.09 per 100 pounds. 
But by shipping such freight from Chi- 
cago to St. Paul, and then reshipping 
it from St. Paul to Wadena at the 
lower intrastate rate imposed by the 
Minnesota Commission, the total rate 
from Chicago to Wadena amounted to 
less than $1.01 per 100 pounds. The 
same situation existed as to freight 
shipped from all localities southerly 
and easterly of Minnesota to all points 
in that State. This, of course, created 
a great advantage for St. Paul, because 
merchandise could be shipped from 
these localities to that city at the exist- 
ing interstate rates, and then distrib- 
uted from St. Paul to all points in Min- 
nesota at the reduced intrastate rates 
for substantially less charges in the 
aggregate than would be incurred for 
the through haul to such Minnesota 
points under the then existing through 
interstate rates. 

These are only a few instances of 
the far-reaching effects of the action 
taken by the Minnesota Railroad Com- 
mission. It is apparent from even this 
outline, however, that these rate re- 
ductions affected rates not only within 
the State of Minnesota, but rates on 
all interstate traffic moving into and 
out of that State as well. Rate rela- 
tions in all directions were disturbed 
in ever-widening circles, like the waves 
caused by throwing a stone into a 
pond. 

The railroads affected, having com- 
plied with the orders of the commis- 
sion, were now compelled to and did 
reduce their interstate rates to a parity 
with the intrastate rates prescribed by 
the commission. Two considerations 
made this step necessary. In the first 
place, without such reduction those 


members of the pairs of competing ci- 
ties previously referred to which were 
not situated in Minnesota could not 
have competed with their Minnesota 


rivals. Therefore, although such re- 
duction caused the railroads substan- 
tial loss in revenue, they had the choice 
of submitting to this loss or suffering 
practical destruction of their interstate 
commerce between the affected cities 
and Minnesota points. 

In the second place, Congress, by 
the “act to regulate commerce” (24 U. 
S. Stats. 379) specifically forbade all 
railroads to make or give any undue 
or unreasonable preference or advan- 
tage to any party or locality, or to sub- 
ject any party or locality to any un- 
reasonable prejudice or disadvantage 
in any respect whatsoever, the preven- 
tion of such discrimination being one 
of the main purposes of the act. As 
has been seen, the orders of the Min- 
nesota Railroad Commission by their 
operation necessarily resulted in dis- 
crimination of this sort. Therefore, to 
avoid transgressing the Federal stat- 
ute, the railroads were compelled, 
though at a heavy loss of revenue, to 
reduce their interstate rates to a parity 
with the intrastate rates fixed by the 
Minnesota commission. 

When the situation had developed 
to this point, suits were brought in the 
Federal Court in Minnesota by stock- 
holders of the three railroads affected 
against the roads, the Attorney General 
of Minnesota and the Railroad Com- 
mission of that State to prevent them 
from maintaining the fares and rates 
established by the commission, on the 
grounds, 

(1) that the orders of the commis- 
sion and the acts of the Minnesota 
legislature substantially burdened and 
regulated interstate commerce, and 

(2) That their necessary effect was 
confiscation of the properties of the rail- 
roads. 

These are the Minnesota Rate cases. 
Over 10,000 pages of testimony were 
taken, and the decision of the court was 
embodied in a 25,000-word opinion by 
Judge Sanborn, holding that both 
grounds of complaint had been establish- 
ed. The court’s finding of confiscation was 
based upon evidence that the reductions 
in intrastate rates compelled by the Min- 
nesota authorities and the reductions in 
interstate rates which necessarily resulted 
therefrom had so reduced the railroads’ 
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income from their properties in Minesota 
that they were receiving therefrom only 
from one to four per cent. income per 
annum; that the railroads were reason- 
ably entitled to seven per cent. income 
thereon ; and that this enforced depriva- 
tion of income constituted confiscation of 
their property and was therefore uncon- 
stitutional. 

From this decision the Minnesota au- 
thorities have appealed to the Supreme 
Court, whose decision has now been de- 
layed for more than a year. Whether 
the higher tribunal will uphold this find- 
ing of confiscation is doubtful. It seems 
probable, however, that it will uphold the 
lower court in its ruling that the orders 
of the Minnesota commission and the 
acts of its legislature did substantially 
burden and regulate interstate commerce, 
for in previous cases the Supreme Court 
has enunciated certain principles which, 
applied to the Minnesota cases, would 
seem necessarily to resolve this question 
in favor of the railroads. Without tedi- 
ous citation of authorities, these prin- 
ciples may be summarized as follows: 

The power to regulate commerce 
among the States belongs exclusively to 
the Federal government. That govern- 
ment may exercise that power to its ut- 
most extent, and no State may lawfully 
restrict or infringe the fullest exercise 
of that power; for it is paramount to all 
State powers, and inheres in the supreme 
law of the land. 

To the extent necessary completely and 
effectually to protect the freedom of and 
to regulate interstate commerce Congress 
and the Federal courts may affect and 
regulate intrastate commerce. To the 
extent that it does not substantially bur- 
den or regulate interstate commerce a 
State may regulate the intrastate com- 
merce within its borders, but no farther. 

If the full and free power of the Na- 
tional government to protect the freedom 
of and to regulate interstate commerce 
and the attempted exercise by a State of 
its power to regulate intrastate com- 
merce, or the attempted exercise of any 
of its other powers, impinge or conflict, 
the former must prevail and the latter 
must give way, because the constitution 
and the acts of Congress passed in pur- 
suance thereof are the supreme law of 
the land, and “that which is not supreme 


must yield to that which is supreme” 
(Brown v. Maryland, 12 Wheaton 419). 

A part of every interstate transporta- 
tion is carried on in the State where the 
transportation commences and is con- 
cluded in another State, but neither 
State may fix or regulate the fares or 
rates of the part within its borders, be- 
cause the authority so to do is requisite 
to the complete preservation of the free- 
dom of that transportation and its un- 
trammeled regulation, and this power is 
vested exclusively in the National gov- 
ernment. 

A State may enact and enforce laws 
prescribing reasonable fares and rates for 
and otherwise regulating its intrastate 
commerce, although the operation of 
such laws remotely or incidentally af- 
fects interstate commerce, but if such 
laws by their natural or necessary or 
probable operation have the effect sub- 
stantially to burden interstate commerce, 
they are beyond the power of the State, 
violative of the commercial clause of the 
constitution, and void. 

Assuming that the rate reductions or- 
dered by the Railroad Commission and 
the legislature of Minnesota did produce 
the results outlined in the earlier part 
of this article (and the evidence that such 
was the fact is convincing and uncontra- 
dicted) and testing those results by these 
principles of law established by the Su- 
preme Court, it seems necessarily to fol- 
low that the final decision will be against 
the State of Minnesota. As Judge San- 
born writes, in the court’s decision (p. 
799) : 

“How, now that their necessary effect 
upon interstate commerce has been indis- 
putably proved to be not only general 
and substantial, but controlling and com- 
pelling, may they escape the ban of the 
constitution? If one State might, by such 
radical reductions of its local rates and 
fares below legal interstate rates and 
fares, constitutionally use the laws of 
trade and the prohibition of discrimina- 
tions in the interstate commerce law to 
force like reductions of interstate rates, 
all States might do so, and the power of 
the States to regulate fares and rates in 
interstate commerce would be supreme, 
and that of commerce and the Interstate 
Commerce Commission inferior and fu- 
tile. Such does not seem to be the law.” 
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EFFECTS OF ONE CHANGE IN AN 


The above illustration, reproduced from 


INTRA-STATE RATE. 
the Times Annalist, shows the changes in 


rates that were rendered necessary by a reduction of 5 cents in the rate 


from Galveston, 


The same conclusion was reached by 
the Commerce Court in the very recent 
“Shreveport Case,” which involved the 
validity of an order of the Texas Rail- 
road Commission. Dallas, Tex., and 
Shreveport, La., are competitors for the 
trade of the Texas towns lying between 
them. The Texas commission, by the 
order in question, prescribed freight rates 
from Dallas to these intermediate points 
(intrastate rates) very much lower in 
proportion to distance than the prevail- 
ing interstate rates from Shreveport to 


Texas, to Waco. 


these same points. The natural result 
was a severe handicap to Shreveport in 
its competition with Dallas for the trade 
of the intervening territory, and relief 
was sought in the suit in question. The 
Texas Railroad Commission quite openly 
conceded that these abnormally low intra- 
state rates were imposed not with refer- 
ence to their intrinsic reasonableness, but 
with the specific purpose of giving pre- 
ference and advantage to the manufac- 
turers and dealers of Texas as against 
their competitors in Louisiana and other 
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States. But while the existence of ac- 
tual discrimination against Shreveport 
was conceded, it was claimed that such 
discrimination could not be undue, or 
otherwise in violation of the Federal act, 
because the intrastate rates in question 
were made by authority of the State of 
Texas, and the railroad was therefore 
under legal compulsion to observe them. 
It was also contended that the Federal 
“commerce act” specifically exempted 
from Federal regulation the rates on 
intrastate traffic. 

Both of these pleas were rejected by 
the Commerce Court, who decided that 
the railroad was not bound to obey the 
rates fixed by the Texas Railroad Com- 
mision. Quoting from their opinion: 

“The efiect of this action by the Texas 
commission is not merely incidental and 
unimportant, but direct, substantial, and 
to an extent prohibitive. In our judg- 
ment it is a positive interference with in- 
terstate commerce, which Congress alone 
has power to regulate, and constitutes a 
violation of the law which Congress, in 
the exercise of its power, has duly en- 
acted. The pervading purpose of that 
law was to prevent carriers subject to 
its provisions from indulging in unfair 
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and burdensome discriminations against 
persons and localities engaged in inter- 
state commerce. But if such a patent 
discrimination as this case discloses can- 
not be reached because it is brought about 
by a State commission, the law fails in a 
most important respect to accomplish its 
wholesome purpose. Moreover, if one 
State commission may create and per- 
petuate such a discrimination, other State 
commissions may take similar action for 
similar reasons, with results which would 
greatly impair and indeed largely defeat 
the effectiveness of Federal regulation. 
To say that conditions thus arising do 
not offend the Federal law and cannot 
~be corrected by the commission appointed 
to administer that law is to say in effect 
that State authority is superior to Fed- 
eral authority when they come in con- 
flict, whereas the reverse proposition 
has been repeatedly and invariably 
affirmed by the Supreme Court of the 
United States.” 

It is thought by many that this de- 
cision of the Commerce Court fore- 
shadows the impending decision of the 
Supreme Court in the Minnesota Rate 
Cases, but such opinion is of course based 
only upon the sheerest conjecture. 





New Stock Exchange Ruling 


THE New York Stock Exchange has ruled that beginning Monday, May 
19, on the noonday list and on the tape at the close, where the 100 share 
quotation is 5 points or more apart, the 10 share quotation may be 


substituted if closer. 


This change obviously is made in the interest of the investing public 
who often wish to buy or sell high-grade inactive issues, and whose dealings 


are frequently in small lots. 
closer market. 


It will work to their advantage in making a 


A Stock Exchange house explains the rule as follows: Suppose 100 share 


lots of Chicago & Northwestern preferred are quoted 185 bid, offered at 190. 
Under present conditions, the highest price the immediate seller of 10 
shares can obtain is 185; the lowest price the immediate buyer can obtain 
is 190. Under the new arrangement, the quotation will be published, say, 
187 bid for 10 shares, 100 offered at 190, and both the immediate buyer and 
the immediate seller of 10 shares will obtain 187, or better prices than 
formerly. 

It is true that under the old method the odd lot seller was not forced 
to sell his 10 shares at 185 when the 100 share quotation was 185-190. He 
could “wait for a sale” of 100 share lots and obtain a price % under that sale. 
If 100 shares sold at 190, he obtained 189%. And the 10 share buyer was 
not forced to buy at 190, but could “wait for a sale.” If 100 shares sold at 
185, he obtained 185%. But the chance worked both ways. He might have 
had to sell at 184%, if the first sale was 185, or buy at 190%, if the first 
sale was 190 The new rule brings investors together in a better market. 














The Patent Cycle 


By JOHN BOYLE, JR. 








T is a well recognized principle among 
students of trade conditions that 
business moves in cycles; that eras 

of prosperity and depression succeed each 
other. These cycles are of two kinds: 
first, major circles, broad and irregular, 
taking a period of about 20 years to 
complete; second, minor cycles, which 
constitute the irregularities of the major 
cycle and taking only a few years to 
complete. Graphically, these cycles 
would be represented by an undulatory 
curve having smaller undulations, the 
main undulations representing the major 
cycles, and the small undulations the 
minor cycles. The high points of a cycle 
represent times,of great industrial activ- 
ity, high prices and boom times; the low 
points represent periods of depression, 
low prices and hard times. 

These business changes are reflected 
in certain related factors, such as rail- 
way earnings, immigration, bank clear- 
ings, stock prices, etc., some of which are 
more sensitive or responsive to chang- 
ing conditions than others. Recognizing 
the general principles of the business 
cycle, some students attempt to predict 
the probable changes in business and the 
corresponding changes in the other re- 
lated factors. 

That there is.a close relationship be- 
tween business activity and activity in 
patents, and that patents tend to follow 
the business cycle, is not fully recognized, 
and the proof of it may be interesting. 
Curiously enough, too, it is patents 
granted, and not applications for patents, 
which are the most sensitive to changing 
business conditions and which follow the 
business cycle most closely. 

The accompanying figure shows a 
curve, A B, for patents granted since 
1865. The figures are taken from the 
annual report of the Commissioner of 
Patents to Congress. The dotted line 


represents what might be called the line 
of normal increase. The following points 
should be noted about this curve: It 
crosses the dotted line about every 10 
years, viz., 1872, 1882, 1892 and 1902. 


The highest point in the last half of the 
first cycle is 1869; in the last half of the 
second cycle is 1890, 21 years thereafter ; 
in the last half of the third cycle is 1909, 
19 years thereafter. In each of these 
years was granted a greater number of 
patents than had ever been granted be- 
fore in any one year. The lowest point 
in the first half of the second cycle is 
1873, the lowest point in the first half of 
the third cycle is 1894, 21 years there- 
after. The crosses on the plot indicate 
the high and low points. This would 
seem to show that patents move in about 
a 20-year cycle. 
* * * 
Ltr us review briefly the procedure of 
obtaining a patent, in order that the 
significance of the curve may be ap- 
preciated. When an inventor has com- 
pleted his invention and desires to pro- 
tect the same by a patent, he usually se- 
cures the services of a patent solicitor, 
who prepares a specification and draw- 
ings of the invention. These papers, to- 
gether with the first fee of $15, are filed 
in the Patent Office and are designated 
as applications for patents. On receipt 
of an application by the Patent Office, it 
is assigned to the examiner having in 
charge the art to which the invention re- 
lates, who examines the same to de- 
termine the scope of the invention which 
the inventor is entitled to claim. As a 
result of his examination he hands down 
a decision on the application, setting 
forth any objections and citing prior an- 
ticipating patents. 

The applicant for a patent is allowed 
by law one year in which to reply to any 
official action. This latitude can be taken 
advantage of to keep the application in 
the office until such time as is most op- 
portune to take out the patent. The 
famous Selden automobile patent was 
filed in 1879, and was issued in 1895, An- 
other Selden patent, an off-shoot of this 
same application of 1879, was issued in 
1912, 33 years after the invention was 
first filed in the Patent Office. But in the 
case of the U. S. v. American Bell Tele- 














phone Co., which was a suit by the Gov- 
ernment to annul one of the telephone 
patents which had been pending in the 
Patent Office 14 years before issuing, the 
U. S. Supreme Court held that, inasmuch 
as the law expressly gave this latitude, it 
was perfectly legal for an applicant to 
avail himself of the same. 

After varied correspondence between 
the office and the applicant on the ques- 
tion principally of the scope of the in- 
vention, it is finally decided to allow the 
application to go to patent. During all 
this correspondence the applicant has 
been permitted one year in which to re- 
spond to official actions, although in the 
majority of cases the applicants do not 
avail themselves of this right. In fact, it 
might be said that it is only a small num- 
ber of applicants that take the full legal 
limit of time in which to respond to offi- 
cial actions. 

After the applicant has received notice 
of the allowance of his application for a 
patent, he has six months in which to 
pay the final fee of $20. Should he fail 
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to pay the same within the prescribed , 
time, the application becomes forfeited. 
But it is not dead yet, only sleeping, for 
he may renew this forfeited application at 
any time within two years from the date 
of the original allowance of the same. 
Upon payment of the final fee, the ap- 
plication goes to patent and bears a date 
of about a month later than the pay- 
ment. These various and liberal time limits 
permitted applicants in the prosecution of 
their cases, are brought out here to show 
the great elasticity of the system, and 
how it can be readily adapted to either 
hasten the issue of a patent during a 
period of prosperity, or delay the issue 
of the same during a period of depres- 
sion. 
ok co * 
N order to appreciate how sensitive this 
patent curve is to changing business 
conditions and how closely it follows the 
business cycle, a curve, C D, of the bank 
clearings of the country since 1875, has 
been introduced for comparison. As is 
well known, bank clearings are a very 
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. good index of trade conditions. It will 
be readily observed that the general char- 
acter of both curves are similar and 
changes of direction in one generally 
finds corresponding changes in the other. 
Comparison of this patent curve with the 
industrial and financial history of the 
country will show that the portions of the 
same above the dotted line are co-exten- 
sive with the eras of great industrial 
activity, that those below are co-exten- 
sive with those of industrial depression, 
and that the other minor changes in the 
curve can be accounted for generally by 
the minor crises which have occurred in 
business. 

It would seem to be clear, then, that 
not only is there a patent cycle, but it is 
practically the same as the business cycle. 
Many different causes operate to produce 
this similarity. Every line of human en- 
deavor is represented in patents. Dur- 
ing prosperous times the tendency is to 
take up new ideas and to enter new fields 
of business. Inventors and corporations 
interested in inventions rush to a con- 
clusion, applications which may have 
been pending for some time in the 
Patent Office. They immediately pay 
the final fees and take the patents 
out. During a period of depres- 
sion the opposite tendency manifests it- 
self. Applications that are already filed 
are kept alive in the office by taking ad- 
vantage of the technical procedure and 
are kept there until such time as they are 
most valuable, which, of course, would be 
in an era of prosperity. 

As has been noted above and contrary 
to general expectations, a curve for ap- 


plications for patents will not show the 
pronounced cyclical characters of the 
patent curve, nor is it so sensitive to 
changing business conditions. It will 
reflect clearly the prolonged depressions 
of ’73 and ’93, but the minor crises do 
not produce much change in the number 
of applications filed. 


* *” * 


E now come to the interesting side 
of the case, the future. Will his- 
tory repeat itself as it has done in the 
last half century, and will the patent 
curve cross the dotted line soon and enter 
on a long swing below it? To answer 
that would be to predict what the busi- 
ness of this country is going to be in the 
next 10 years. Considering the fact that 
there are well equipped organizations in 
this country devoting much time and 
money in the gathering of varied statis- 
tics having this end in view, it might 
seem a little bold to make a prediction 
based on this set of figures alone. Cer- 
tain it is that if one had recognized the 
cycle theory in 1892 and had taken a long 
look ahead, he would not have been very 
far off today in his predictions. 

It should be remembered that inasmuch 
as patents are the creatures of statute, 
any radical revision of the patent laws, 
or any radical change in the rules of 
practice in the Patent Office, might pro- 
duce changes in the curve that could not 
be foretold. In fact, perhaps, some 


otherwise unexplainable variations in the 
curve could be attributed to some change 
of policy on the part of the Patent Of- 
fice. 




















The Seven Ages of a Stock 


And How We May Profit by Anticipating the Changes 
By RICHARD D. WYCKOFF 








O paraphrase Shakespeare, “All the 
Street’s a stage, and all the stocks 
and bonds are merely players: 

They have their exits and their en- 
trances, and each one in its time plays 
many parts, their acts being seven ages.” 

(1) “At first the infant, mewling and 
puking in the nurse’s arms.” 

Here the little stock finds itself born 
of an idea, a consolidation or a reorgan- 
ization. It can’t do much for itself; it 
requires careful nursing. Much “good 
will” has possibly been expended on it, 
and its parents are extremely anxious 
that it pass through its first years safely. 
It represents their hopes—capitalized. 

It is earning little or nothing. Its 
value is mostly speculative. People buy 
it because “it may be worth something 
some day.” Such are American Malt 
common, Allis-Chalmers, Chicago Great 
Western common, Seaboard Air Line 
common, and others in or near the single 
figure class. 

(2) “Then the whining school-boy, * * * 
creeping like a snail unwillingly to school.” 
He is able to stand “on his own feet” 

now, and occasionally “scraps” with the 
other boys. His parents feel that he can 
take care of himself, but they provide 
him with pocket money. He even shows 
symptoms of earning power, and their 
hopes rise. 

Reference to a snail immediately sug- 
gests Southern Railway, the Eries, Kan- 
sas City Southern, M. K. & T. These 
have come out of the infant class and are 
now enjoying their period of adoles- 
cence. They drift about the twenties 
and thirties, earn a few per cent. per 
annum, but pay nothing. Their parents 
promise soon they will pay a dividend, 
and perhaps so. At any rate, they are 
in a class by themselves—rather sturdy 
youths. 

(3) “And then the lover, sighing like a 
furnace.” 

He’s eighteen or twenty now, self- 
supporting, for is he not paying board 


at home? He earns also enough to buy 
himself a new suit and sundry bits of 
gorgeous neckwear. The envy of the 
younger boys, he prompts them to has- 
ten the time when they, similarly attired, 
may rival him for his lady’s hand. 

The lady in the case is, of course, the 
investor, who now regards the youthful 
dividend payer as, perhaps, her future 
means of support, if she becomes wedded 
to him. She is not at all certain, how- 
ever, that his earning power has been 
sufficiently tested and is rather disposed 
to observe how he emerges from an ad- 
verse period. For this is the proof she 
demands before tying up to him per- 
manently. 

In this category we find Railway Steel 
Springs, Colorado & Southern, Ameri- 
can Steel Foundries, and other issues 
that are paying their initial dividends, or 
are oscillating in and out of the dividend 
class. Continuous disbursements at a 
stable or increasing rate will enhance the 
value of these stocks, and lead to their 
being held in greater respect by the in- 
vestor whose admiration and patronage 
is their objective point. 

(4) “Then a soldier * * * jealous in 
honor, sudden and quick in quarrel, seek- 
ing the bubble reputation even in the 
cannon’s mouth.” 

Now he’s firmly established in his 
chosen occupation—that of a warrior. 
Fighting to him not only yields him a 
living; he has ambitions toward higher 
rank. He would wear the shoulder 
straps. Command of the troops in his 
territory is his ultimate goal. 

From an uncertain income producer 
the stock now earns regular dividends 
with a liberal surplus over requirements. 
The company begins to fight for terri- 
tory, using its growing credit to finance 
new branches, connections or subsidia- 
ries. It strives to dominate its field, to 
strengthen its earning power, to add.to 
its surplus. 

In these characteristics we recognize 
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Union Pacific, Reading, Amalgamated, 
Smelters, and Great Northern, for these 
are always on the fighting line, with en- 
ergy, resources, and “the bubble repu- 
tation.” Although surplus earnings 
vary, dividends have been consistent, and 
now milady investor feels certain that 
with these fighting for her she can keep 
the wolf from her door. 

(5) “And then the justice, in fair round 
belly with good capon lined.” 

He has ripened into the fifties. His 
judgment has matured. No longer does 
the cannon’s roar interest him. His 
laurels in the field have brought him 
honor and respect and renown. Con- 
tent with a more limited sphere of ac- 
tion, he judges others, and others are 
judged by him. He has long since wed- 
ded his lady—now Madame Investor, 
and she respects him for what he has 
been, and what he is now. 

We must search the list for the high 
grade issues with a long dividend rec- 
ord consisting of disbursements which 
represent fifty or sixty per cent. of earn- 
ings available for that purpose. Penn- 
sylvania, with its policy of “A dollar for 
improvements to every dollar for divi- 
dends,” is a type of such properties ; for 
is not every other stock judged more or 
less by the standard set by Pennsylvania? 
This company does not fight for terri- 
tory. Its system is well rounded and its 
stockholders, many of them women and 
estates, have the highest respect for their 
investments in its shares. 

(6) “The sixth age shifts into the lean 
and slipper’d pantaloon, with spectacles 
on nose. 

Further along in years now, he has 
retired from active life with an income 
which more than provides for his neces- 
sities. Whether his investments return 
five, seven or ten per cent. interests him 
little, as his safe deposit box is zroaning 
with securities, and his most monotonous 
task is clipping coupons. 

At this stage we recognize “the melon 
cutters,” which, while paying regular div- 
idends, find means to reward their stock- 
holders with extra disbursements known 
as “rights,” stock dividends, etc.. These, 
reinvested, bring cumulative returns. 


Conspicuous in this class we find Cana- 
dian Pacific, Great Northern, American 
Telephone, and General Electric. 
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(7) “Last scene of all that ends this 
strange, eventful history is * * * mere 
oblivion.” 

Having passed through the other va- 
rious stages in its progress toward com- 
plete absorption by investors, the stock, 
though still regularly listed on the Stock 
Exchange, is seldom dealt in and prac- 
tically disappears from the Street. It 
may be that some other large system has 
absorbed the greater part of the floating 
supply, and what remains of the minor- 
ity is so closely held that it rarely comes 
on the market. This is the case with 
Chicago, Burlington & Quincy, New 
York & Harlem, Lake Shore—once 
speculative footballs, now swallowed up 
by the vaults. 

And so we see how a stock gradually 
progresses from one stage to another, 
just as a man is born, develops into 
youth, manhood, and old age. He passes 
through many vicissitudes, so far as his 
earning power and financial resources 
are concerned. He may progress satis- 
factorily through all the stages up to 
fifth or sixth, when an ill advised busi- 
ness venture or circumstances beyond 
his control will sweep away all his pos- 
sessions and reduce him to the infant 
class in earning power. Then Milady 
who might have married him for his 
money finds herself grievously disap- 
pointed. He may eventually recover, 
even going through bankruptcy. 

While no man ever returns from man- 
hood to youth, a stock may run through 
the various levels from the lowest to the 
highest and then return, with varying 
intermediate fluctuations. 

Twenty-five or thirty years ago Union 
Pacific, Baltimore & Ohio, Atchison, 
Jersey Central, and other stocks in their 
class were standard dividend payers and 
held in various grades of respect by in- 
vestors and banking institutions, but all 
these and many others in their class fell 
from their pedestals, returned to single 
figures, or near it, were reorganized, as- 
sessed and again placed on a solid finan- 
cial footing. At present, although they 
are highly regarded by investors, we 
have no positive assurance that calamity 
will not again befall them. 

The past several years have witnessed 
vast changes in the earning power and 
credit facilities of our leading railway 























and industrial corporations. Stocks 
which formerly showed surpluses equal 
to double their dividends are now earn- 
ing from a meager surplus down to one- 
half their dividend requirements, and 
there is no certainty that the conditions 
which brought this about will be cured 
in time to save a bad break in their long 
dividend records. New Haven’s eight 
per cent. was, in former years, regarded 
in the same light of assurance as the in- 
terest on many a senior bond issue. In 
1902 it sold at 255, about a three and a 
quarter per cent. basis; while I am writ- 
ing this it is selling at 103, which price 
says that eight per cent. will shortly be 
discontinued. Illinois Central, which has 
paid from four to eleven per cent. with- 
out skipping a dividend for fifty years, 
earned only three per cent. in its 1912 
fiscal year. Meanwhile Burlington, 
which sixteen years ago the bears were 
Selling short at fifty-eight on the ground 
of probable passed dividends, has 
reached the “seventh age” along with 
many other issues then regarded as more 
or less speculative. 

All this is very interesting, but in these 
days of uncertainty we consider it of 
very little use to mull over past events 
unless we can turn our experiences and 
observations to some practical use. The 
best way to do this is to first get a proper 
perspective and then so arrange our 
mathematical picture that the tendency 
toward progress or retrogression is in- 
stantly recognized. No tree grows quite 
to heaven, and no stock ever stands still, 
though it may seem motionless for long 
periods. It is always moving toward a 
higher or a lower plane in earning power 
and financial strength. Hence, if we 
can find a way to anticipate these great 
changes in the standing of a security, 
changes which work quietly but cease- 
lessly throughout the year, we shall make 
profits, increase and conserve our in- 
come, and avoid danger. 

As the average man is not a statis- 
tician and has neither the time nor the 
disposition to thoroughly investigate 


these matters for himself, and as one of 
the purposes of this magazine is to aid 
its readers in the selection of sound and 
growing investments, we have evolved 
a method which appears to embody the 
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essentials. This method may be de- - 
scribed as follows: 

The real indicators of safety and per- 
manency of dividends are, (1) present 
surplus over dividend requirements, and 
(2) the legitimacy of such surplus, i. e., 
we must ascertain whether a corporation 
is skimping its property to make a show- 
ing and pay dividends, or whether it is 
putting large amounts back into its prop- 
erty for extensions, enlargements and 
betterments. The latter plan assures 
stability of legitimate earning power, and 
all other policies make future dividends 
more or less of a gamble. As neither 
the eye nor the mind grasps a set of 
figures as quickly as it does a picture, 
we intend to present, in future, a series 
of graphics similar to those herewith, 
showing at a glance the surplus over 
dividends, or the deficit, as the case 
may be. 

Chicago & Northwestern, whose an- 
nual report for 1913 will not be pub- 
lished till after June 30, offers an inter- 
esting study. The 1906 year yielded 
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CHICAGO & NORTHWESTERN. 


practically 15 per cent. on the common 
stock. By 1912 this had been gradually 
reduced to a mere fraction over the 
seven per cent. disbursed, and while this 
showing may be improved during the 
present fiscal year, it illustrates our 
point very well. 

On the other hand, there is Southern 
Railway, emerging from its financial dif- 
ficulties of 1907, when preferred divi- 
ends were passed. Not only has the re- 
sumption of the preferred dividends 
taken place, but a growing surplus is be- 
ing shown on the common. 

The shrinking earnings on Union Bag 
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UNION BAG PREFERRED. 


& Paper preferred showed its struggle 
to maintain the five per cent. rate on a 
seven per cent. cumulative issue twenty- 
two per cent. in arrears. 

These few illustrations are presented 
to show how we propose to meet require- 
ment Number One. 

As to the legitimacy of these surplus 
earnings, this is a subject for statistical 
analysis in each individual case. For ex- 





THE MAGAZINE OF WALL STREET. 





SOUTHERN RAILWAY COMMON. 


ample: One railway or industrial com- 
pany may appropriate $5,000,000 for bet- 
terments, which would be a prodigious 
amount for another company, and noth- 
ing at all for one like the Steel Corpora- 
tion. We should like very much to pre- 
sent this factor in the shape of a third 
line in these graphics, but there does 
not at present occur to us any way in 
which this could be satisfactorily worked 
out. 


Hints for Investors 
B EFORE you buy bonds convertible into stock for that specific purpose, make 


a very careful study of the stock. 


Interest on the bonds may be thoroughly 


secure but whether there are prospective profits in conversion is altogether 


another question. 


NOTE what proportion of net earnings the fixed charges of a company take 
up; and it might be well to compare the proportions over a series of years 
to see whether net earnings are growing in proportion to the charges. 





HE more diversified is the traffic of a railroad the more stable is the com- 
pany’s business likely to be and therefore the stronger the support under the 


company’s securities. 


pjors let the statement that a bond is callable at a certain price much above 

the market price be a great influence in buying. The reference to this 
situation reads well but is very often an absolutely negligible factor, as the bonds 
will never be called at the price. 














What an Investor Ought to Know 


XIV—That Between Date and Issue of a Report Marked Changes 
May Occur. 


By FREDERICK LOWNHAUPT 


[Under the above title we are —- a series of articles treating fundamental 
y 


facts that are either never learned 
purchase of investments. 


science of investment, rational selection is impossible. 


many investors or apparently overlooked in the 


Without a knowledge of the basic principles bye any the 


The aim of these articles is to 


give facts in readable form—facts which in themselves are technical, but which, co- 


ordinated, 


and easily understood.] 


: i average investor waits for the 


report of the company whose 

shares or bonds he holds. The 
wiser investor keeps ahead of the pub- 
lished statement of the condition of the 
company over any considerable period, 
if possible. 

A great deal of emphasis is laid upon 
the published report for the fiscal year, 
and rightly, too. In many cases it is 
the only guide available. Among in- 
vestors generally there is oftentimes a 
tendency to forget that the report for the 
whole year follows the close of that year 
at some distance. In this interval a great 
deal can happen and material changes 
may come about in the financial or busi- 
ness position of the company. If the 
report follows as far as three months 
after the close, which is frequently the 
case, the force of this statement is ob- 
vious. If it follows at even a greater 
distance the whole situation with respect 
to the company’s business may have 
changed in the meanwhile. 

Probably the reports which are most 
delayed are some of the railroad exhibits. 
But with them there are circumstances 
which alter the investor’s point of view, 
or rather lessen the degree of his anxiety 
for the actual situation existing in the 
company. 


explained and placed in proper relation to each other, are both interesting 


There is a distinct difference in the 
amount of publicity which is given to 
the figures of railroads and industrials. 
With the railroads it matters compara- 
tively little whether the report follows 
one month or four months after the close 
of the year, as the figures, or at least 
tentative figures so close to the actual 
that there is little difference, are pre- 
sented for publication very soon after 
they are derived. As a matter of fact, 
it is an easy matter for any investor to 
keep check on the earnings of any rail- 
road whose securities he holds, since he 
may check up the weekly earnings as 
presented to the Interstate Commerce 
Commission and published in various pa- 
pers, especially the Commercial and 
Financial Chronicle. Then again he may 
keep track of the earnings by months. 

But of course it is not to be expected 
that these earnings presented only a few 
days after the business is done can be in 
anything like complete form. The 
nearer they are to the date, the more gen- 
eral they are, so it is possible to get only 
the gross by weeks, although the net 
earnings from operation may be had by 
months. Therefore any investor taking 
the pains to keep himself informed need 
not complain of insufficient information 
about the railroads. Changes may oc- 
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cur in their affairs, but every little fluc- 
tuation in earnings may be known. 

The significance and interpretation of 
these fluctuations, however, is not so ob- 
vious. It must be remembered that 
there are seasonal changes and dips and 
rallies in the earnings by weeks. In the 
story of the months there is still more 
to be found, for there are shown the 
net earnings from operations. By fol- 
lowing these closely it is possible to get 
a pretty fair basis upon which to act, in 
the event that one’s investment or dis- 
posal of some investment depends there- 
on. By piecing these various minor 
statements together it is not necessary to 
wait for the annual reports to get a pic- 
ture of the trend of earnings for the 
year. 

Of course, it is necessary to wait for 
the annual figures if one would know 
exactly the amount of charges that have 
been placed against net earnings for the 
year, yet even that can be computed with 
sufficient accuracy to make it unneces- 
sary to wait for the publication of the 
final report. If one is not disposed to 
await the publication of the tentative an- 
nual railroad figures or for the stock- 
holders’ report a little later, it is possible 
to get the complete and thorough figures 
for the entire year in advance. But this 
must be done through private means. 

The railroads vary in the length of 
time they take to complete their annual 
figures. Some of them, the smaller ones, 
send out their stockholders’ figures as 
early as six weeks after the completion 
of the fiscal year, while the larger ones, 
like the Southern Pacific and the Union 
Pacific, come along as much as five 
months after the close of the year. 

As to whether there is any practical 
value in watching the small fluctuations 
in the earnings of the railroad in the 
manner suggested is an open question. 
As a practical matter probably every 
three months the trend of the railroad 
earnings define themselves sufficiently to 
give any investor the clue he desires. 
Yet there are instances where it is suf- 
ficient to consult the earnings over a 
period of years in their slow moving 
way before buying or selling the securi- 
ties of the road in question. 

A very different situation exists in the 
industrial corporations. The conspicu- 
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ous fact about the majority of these cor- 
porations is the way they neglect to give 
out any information about their earnings 
or business over any shorter period than 
for the fiscal year. 

The writer remembers one corporation 
that formerly gave out its orders re- 
ceived every month. But as soon as they 
began to fall off it was decided by the 
management that it was better not to 
say anything, and accordingly the public 
and even the bankers that floated the 
securities of the company were left in 
total darkness as to the extent of the 
business. The business did fall badly 
and the company’s bonds dropped in a 
comparatively few months some thirty 
points. 

At the beginning of the fall of these 
securities the annual report of the com- 
pany came out, which was some months 
after the close of the fiscal year. While 
the annual report said little about the 
state of the business, it was evident from 
the statement of figures presented that 
the business was going down hill. There 
was sufficient time for those discerning 
the trend of business of the corporation 
up to the time of the annual report, and 
suspecting that it had not improved be- 
tween that time and the publication of 
the statement, to sell their securities. 
They evidently sold some time before the 
broader public realized the situation. 

The industrial in question happens to 
be one of those whose only reports are 
annual. It has never made any other, 
except for a short time to the bankers, 
when it gave orders on hand something 
like the unfilled order statement of the 
U. S. Steel Corporation and others. 
While the great majority of the indus- 
trials give little else than their annual 
presentments, there are few which give 
more to the public. Some of the steel 
companies give their unfilled orders and 
quarterly earnings, and others give their 
earnings only. If all industrials would 
present some such statement as the Steel 
Corporation gives out, there would be an 
excellent basis on which to work in the 
judgment of their individual securities 
over short periods. 

We have said that over a few months 
notable changes may occur in the indus- 
trial position of a corporation. This 
needs some amplification as applied to 
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the broad range of industrial companies. 

The manufacturing companies are 
those most sensitive to fluctuations in 
business conditions, that is, those com- 
panies making machinery and using raw 
materials, like steel, copper, etc., al- 
though some of them are so sound that 
the fluctuations do not affect the intrin- 
sic value of their funded securities, 
merely reducing the margin of safety 
somewhat. Those manufacturing the 
necessities of life and depending upon 
the steady sale of their products in good 
times and poor, perhaps may be depend- 
ed upon to maintain the steadier earn- 
ings and to have less violent fluctuations 
in business. Securities of this kind of 
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corporations need less watching than 
others. 

It is impossible to say just how the 
investor can guard against the conditions 
that occur between the date as of which 
the report is made and the publication of 
the figures. If the company does not 
offer intermediate reports so that one 
can judge the trend of its business, the 
investor is reduced to the necessity of 
watching general trade conditions 
around that particular industry. If he 
can do both that and also keep a weather 
eye on the market movements of the 
security he holds he may be able to de- 
tect signs of the time when he should 
safeguard himself in some way. 
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Rapidity of Fall in Average Prices Over 
Recent Months.—What has brought the ex- 
perts on the bond market up with a rather 
sharp turn has been the startling decline in 
the average prices of the high grade issues 
in recent months. Everyone has been cog- 
nizant of the fact they were going down, 
yet few realize that the decline has been 
intense and rapid in a very short time. On 
the basis of The Wall Street Journal’s aver- 
ages of twenty-five representative issues, we 
see that since January 1 last the decline has 
been nearly four points, the actual figures 
being 89.15 for January and 85.67 for the 
end of April. This is nearly ten points un- 
der the high point of 1909 when the aver- 
ages stood around 94. 

What is of further interest is the fact 
that practically five out of the nine points 
have been covered since a year ago. If 
there is being established an entirely new 
basis for investments of this character, as 
seems to be the conviction of a good many 
bond people and market critics, then it is 
not surprising that the fall should be steady 
and rather precipitous. But if it is purely 
the disjointed investment conditions now 
existing, then there is some eround for ap- 
prehension that the situation has not righted 
itself. 

A drop of over three points in three 
months, practically a point each month, is 
a record change for the period. A steady 
sag permits investors to be accustomed some- 
what to each fresh lower basis, but a_perpen- 
dicular drop is surely disconcerting. The only 
ameliorating circumstances connected with 
this performance over the year of 1913 so 
far is the fact that in between the falling 
issues have been some bonds showing ex- 


ceptional strength and resistance to the tide. 

Average Price of High-Grade Bonds Be- 
low 1907 Level.—An examination of the 
bond list shows that a number of the good 
issues have gone below the point reached 
in 1907. And many others are right close 
to the worst declines of five or six years 
ago. There has been conjecturing among 
bond men whether the high class securities 
would break through the low points made in 
the earlier years. Those reasonably opti- 
mistic have contended that bonds were down 
to a basis below which it would be im- 
possible to expect them to go and that 
therefore we could expect a substantial turn 
in the trend. But they were disappointed 
and now have to face fresh indications that 
the pressure is not lifted. 

Whether or not the new low »oint marks 
the end of the fall, there are many excellent 
issues that are decidedly on the bargain 
counter. Whether they go down any fur- 
ther or not, if history repeats itself they 
will rise handsomely on the next upward 
movement. In the rise following the 1907 
depression some of these bonds went up 
practically a dozen points. 

What Is the Bottom of the Bond Market? 
—The amount of guessing that has been 
done during the past few months goes to 
show that even the best informed and the 
most expert judges of the securities markets 
are at a loss to say with any degree of 
precision just where the change in a move- 
ment will occur. We have heard several 
times from the most authoritative sources 
that the turn of the tide had come and that 
we could expect a new and revived interest 
in investments that would gradually work 

(Continued on page 108.) 
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N the following table are arranged in order of yield the principal active issues of 
bonds listed on the New York Stock Exchange, the income being figured at the 
latest available selling price for lots of 20 bonds or more. They are divided into 

groups, according to the grade and character of the bonds. 


This table will appear every other month, and will prove invaluable to bond buyers, as 
well as to brokers and to all others who are called upon to select or recommend investments. 
It is presented for purposes of comparison only, and mention of a bond issue is not to 
be construed as a recommendation. Our object is merely to show the relative yield of 
different bonds of each of the several classes. 


(1) High Grade mortgage bonds, many of which are legal investments for New 
York State Savings Banks. 


Interest Price 

Description. Due. Period. May 8. __ Yield. 
Chic., Rock Is. & Pac., ref. g. 4s........... Apr., 1934 A.—O. 84 5.27 
Ore, Shost Lime, guar. ref. 46... .ccccccccees D., 1929 J.—D. 90 4.91 
Balt. & Ohio, Southw. Div., Ist g. 3%s.... Jl, 1925 J—3J. 88 4.77 
I I i ile clk aku et ce 00s My., 1939 M.—N. 103% 4.76 
Canada Souw., cons. gu. A. 5s.......cccseceee O., 1962 A—O. 10534 4.70 
Hock. Val. Ist cons. gold 4%4s.............. Jl, «1999 J.—J. 96 4.69 
Ce. tcc cesedcees i, Bos J.—J. 8914 4.68 
oe Eee ee ee eee Ja. 1949 J.—J. 8834 4.65 
Ches. & Ohio, gen. g. 434s................- Mch., 1992 M.—S. 96% 4.65 
Chic., Rock Is. & Pa., gen. g. 48........0005: Ja. 1988 J—J. 87 4.62 
Southern Pac. R. R., Ist ref. 4s............ Ja., 1955 J.—J. 89 4.60 
Ses ee ROE OMS, 065 S605. ccd ccvesss My., 1939 M.—N. 106% 4.57 
Atlantic Coast Line, Ist g. 4s.............. Je, 1952 M.—S. 9034 4.5] 
Northern Pac., gen. lien g. 3s.............. Ja.,. 2047 Qu.—F. 66% 4.46 
er ee ee er Oe Oe Oe. cc ccweeseece Ag., 1949 F.—A. 91% 4.46 
Mo., Kans. & Tex., Ist gold 4s.............. Je, 1990 J.—D. 90 4.46 
R-II POD oe occa pedehcccccccas Ji, 1948 A.—O. 9256 4.42 
Gite, Bart, @ ©.) Til. Div., Si4s............ Ji, 1949 J.—J. 83% 4.40 
Louisville & Nash., uni. g. 4s.............. ji, 1940 J—J. 94 4.38 
Union Pacific, Ist & ref. 4s................ Je, 2008 M.—S. 91% 4.38 
een | a ae Mch., 1958 M.—S. 92% 4.38 
Chic., Mil. & St. P., gen. g. 4s, Ser. A...... My., 1989 J.—J. 91% 4.38 
Gt. Northern, Ist & ref. 414s, Ser. A....... Jl, 1961 J.—J. 97% 4.38 
Del. & Hud., Alb. & Sus., conv. 3'4s......... Apr., 1946 A—O. 8474 4.37 
Central of N. J., gen. gold 5s............... Ji, 1987 J.—J. 115 4.32 
ee Se ae N., 1987 M.—N. 9354 4.29 
Atch., Top. & S. Fe, gen. g. 4s..... Tuwiiethoe Ji, 1995 A.—O. 933% 4.28 
Chie, Bart. @.O. Eh. Div., 46.....6. 000000. Ji, 1949 J.—J. 9474 4.28 
Northern Pac., prior lien g. 4s............. Ja. 1997 Qu.—]J. 94 4.26 
ID Te I, OR eee sco oc a ese cent Ja., 1997 J—J. 9434 4.23 
Union Pac., Ist R. R. & land grant g. 4s... Jl, 1947 J—J. 9634 4.20 
OR a ED RE errr Ji,  .1997 J.—J. 85 4.14 


Penna. Co., guar. Ist g. 434s.............0.. ji, 1921 J.—J. 10254 4.11 
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(2) Collateral trust bonds selling at prices relative to the value of the underlying 


collateral. 


Gt. Nor., C., B. & Q., coll. tr. 4s 

Atl. Coast L., L. & N., coll. g. 4s 

Chic., Rock Is. & Pac. R. R. 4s 

Erie, Penn., coll. tr. g. 4s 

Southern Pac., g. 4s (Cen. Pac. coll.)...... 
N. Y. C. & H. R., Lake Shore, coll. g. 3%s.. 


1921 
1952 
2002 
1951 
1949 
1993 


(3) Convertible bonds having no mortgage lien 
largely by the price changes of the stock into which 


Erie, 50-yr. conv. 4s, Ser. B 

Ches. & Ohio, conv. 4%4s 

Erie, 50-yr. conv. 4s, Ser. A 

Southern Pac., 20-yr. conv. 4s 

Atch., Top. S. Fe, 10-yr. conv. g. 5s 

Del. & Hud., 10-yr. conv. deb. 4s 

N. Y., N. H. & Hart., conv. deb. 6s......... 
Union Pacific, 20-yr. conv. 4s 

Chic., Mil. & St. Paul, conv. 4%s 

Atch., Top. & S. Fe, conv. g. 4s Je. 
Atch., Top. & S. Fe, conv. 4s (issue of 1910) Je. 


(4) Debenture bonds most all of which are 
good general credit of the respective companies. 


Lake Shore, deb. g. 4s 
N. Y. Cen. & Hud. Riv., deb. gold 4s 
Lake Shore, 25-yr. g. 4s 


’ 
, 


1953 
1930 
1953 
1929 
1917 
1916 
1948 
1927 
1932 
1955 
1960 


J—J. 


M.—N. 
M.—N. 
F—A. 
J—D. 
F—A. 


whose quotations are 


94% 
88 
59% 
89 
92 
81 


governed 


they are convertible. 


70% 
87% 
74 
87% 
WH 
967% 
120 
92 
101% 
956 
9% 


selling on high level because of 


1928 
1934 
1931 


M.—S. 
M.—N. 
M.—N. 


90% 
8834 
90 


(5) Semi-investment bonds, many of which are general mortgages, often classi- 
fied as “business man’s” investments. Income yield is reasonably definite index of 


relative worth. 


St. L. & S. F. R. R., gen. 15-20-yr. 5s 
Seaboard Air Line, adj. 

Wabash, Ist ref. & ext. g. 4s 
Chicago & Alton Ry., Ist lien 3%’s. ....... 
K. C., Ft. S. & M. Ry., ref. g. 4s 
Missouri Pac., Ist & ref. conv. 5s 
St. L. & S. F. R. R., ref. g. 4s 

Erie, lst cons. gen. lien g. 4s 
Southern, dev. & gen. 4s, Ser. A 
Wabash, 2d gold 5s 

Kansas City Sou., ref. & imp. 5s 

N. Y., W’ches. & B., Ist Ser. I, 4%s 
Southern, Ist cons. g. 5s 

Denver & Rio Grande, Ist & ref. 5s 


1927 
1949 
1956 
1950 
1936 
1959 
1951 
1996 
1956 
1939 
1950 
1946 
1994 
1955 


M.—N. 
F.—A. 
J—J. 
J—J. 
A—O. 
M.—S. 
J—J. 
J—J. 
A.—O. 


77% 
72 
58% 
55 
72Va 
84 
72% 
72% 
76% 
9556 
97a 
91 
104% 
77 
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(Continued from page 105.) 
into a broad market. So far as the situation 
has developed the bottom has not been 
reached, or at least the indices are not such 
as would show plainly that that point has 
come. 

In the first place, people are still crying 
for higher income and are not altogether 
satisfied with the 4% and 4%4% that they 
may obtain on representative bonds. That 
is one big factor in the situation. When the 
force of this element will become lessened 
is a question that not even the best judges 
can presume to answer. 

The other element that has been persistent 
in its influence has been the situation in the 
money market. Study the money market 
and know its exact turnings and you have 
the answer to the turn of prices in standard 
investments. For, as we have reminded in- 
vestors frequently, the course of the high- 
grade issues is determined to a great degree 
by the situation in the money market. So 
long as the money market offers opportunity 
for banks or other institutions to do better 
than by holding these securities, so long will 
they continue to sell their holdings and use 
the money in more active and remunerative 
ways. 

An Expert on Stocks Talks on Bonds.— 
Mr. Bernard Baruch recently talked for 
newspaper publication on the reasons why 
he thought the bond market had hit bot- 
tom. Mr. Baruch has generally been known 
as a leader in stock market operations but 
his large experience and eminent success 
in this field took him over into the field of 
investment securities several years ago, 
since which time he has devoted a large part 
of this time to this aspect of the security 


markets. His comments are original and 
to the point. 
Mr. Baruch says: 


“Bonds, in view of the recent decline in 
high-grade issues, are at or below the cost 
of production. The latter is an economic 
basic level under which prices cannot go 
without panic conditions or very extraordi- 
mary causes, all of which are at present 
absent. Whenever prices reach this level 
there is constant absorption. There are 
lots of people standing around with money 
to take advantage of these low prices. The 
floating supply is gradually getting smaller. 
Production has decreased and is slacking up 
still further. Many of the contemplated 
large new issues are going over to fall. 

“Money is working easier. .There is any 
amount of talk about scarce money. There 
is plenty of money, but everybody is holding 
off for bigger bargains. They may overstay 
the market. I know of one small bond 
house which has $2,500,000 of cash on hand. 
A broker was complaining the other day 
about the scarcity of money. ‘How much 
cash have you on hand?’ he was asked, and 
he said $180,000, which was the largest cash 
balance he had ever carried in the bank. 
Every office I 


There is plenty of money. 
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enter I hear about the money needs of 
Budapest. Every one who talks about the 
great money needs of Budapest rolls it 
around in his mouth and adds another 
cipher. Was thére ever a time when there 
wasn’t a big demand for money all over the 
world? There never will be. 

“The big bankers have turned a trick. 
They have succeeded in making the rail- 
roads and other corporations pay a large 
price for their recent financing. The pop- 
ular demand for a higher income yield has 
been gratified. We are ready to start over 
on a new basis. In the meantime there are 
numberless people with money who think 
they can get bonds cheaper. They are hold- 
ing off for lower prices and prices can’t go 
below the cost of production under present 
conditions. These people have the popular 
malady. They think they can ‘soak’ the 
corporations a little more by getting their 
bonds a little cheaper and on a little higher 
income basis.” 


Other Points Discussed Among Bond 
Men.—The decline and great activity of the 
Interborough-Metropolitan Collateral trust 
4%s early in May, when the bonds sold off 
three points very quickly. 

Significance of the financing during April, 
which was around $120,000,000 and less than 
any other month of the year. 

Foreign government financing, which is 
expected in the near future, to amount to 
more than one-half billion of dollars and 
which will affect us, since much money 
usually coming from abroad will be diverted 
from our markets. 

Spasmodic improvement in the demand 
for short-term notes, which lasted about ten 
days and cleared up a substantial amount 
of the floating supply of these securities. 

What a burden the ’Frisco line had to as- 
sume in paying something like 734% for its 
new financing, selling $3,000,000 general lien 
bonds abroad. 

Extension of six months for the under- 
writers of the first block of $78,000,000 of 
the new Interborough-Metropolitan 5% 
bonds. It was reasoned that this action 
would be a helpful influence on the market 
generally and that bankers expect a better 
market in the fall. 

Arrangements which have been made be- 
tween other companies and their bankers to 
postpone the issuance of large flotations to 
the fall, in view of the New York City 
flotation and the presence in the market of 
some undigested securities still remaining. 

That the maturity of some $200,000,000 
securities by July 1 will release a large 
amount of funds for reinvestment, arrange- 
ments having already been completed for 
the payment of more than half of this 
amount. 

Whether the failure to sell all of the St. 
Paul issue is the omen of further sharp re- 
adjustment of investment values, and 
whether that readjustment will endure for 
any length of time. 








PUBLIC UTILITIES 


Some Considerations That Concern Buyers 


By OLIVER CARROLL 


REAT amounts of public service 
bonds are accepted by investors 
solely upon the recommendation 

of dealers without particular regard for 
fundamental considerations. It matters 
little to the average investor whether he 
gets a power bond, a street railway se- 
curity, a gas bond or the obligation of 
an interurban railway. And so far as 
the securities of a number of leading 
houses are concerned it might as well be 
any one of this group, for one is as good 
as another having the sponsorship of 
reliable bankers. 

The fact that all in the wide range of 
public service securities get the benefit of 
the goodness of the majority is some- 
times lost sight of by the investor. 
Utility bonds as a class are good securi- 
ties, but this does not exempt the in- 
vestor from discriminating among them 
in his selection, for it is obvious that 
there are different degrees of value 
even among good things. For instance, 
there are plenty of utility securities sell- 
ing on a 6.50 per cent. basis, while there 
are also a great many selling on 5.25 per 
cent. basis and still a greater number at 
from 5.40 per cent. to 5.75 per cent. It 
must be plain that the bonds selling at 
the higher rate of return do not rank 
with those yielding three-quarters or 
more of a per cent. less. There must be 
elements of value in the latter that do 
not exist in the others. 

The mere mention of the different 
kinds of public service corporation bonds 
is sufficient to suggest to the investor a 
first consideration. Different conditions 
affect these different bonds. The stocks, 
being lower down in position, are affected 
still more, for much the same reason that 
the stocks of industrials or other corpora- 


tions are affected by fluctuations in 
earnings. 

A power bond on a plant run by water 
has different fundamental aspects from 
a bond founded on an interurban railroad 
system linking a number of small towns 
together. Again, a gas bond must not 
be too easily compared with the security 
of the interurban railroad, although all 
are in the general class of public utility 
securities. 

* * * 

FTER an investor has about made 
a decision as to the kind of security 
desired—that is, whether it is to be gas, 
power, street or interurban railway, or 
some of these in combination—one of the 
first things that should be given atten- 
tion is the state or states in which a 

company operates. 

The character and attitude of a public 
service commission is vital to the integrity 
of the security. All states have not yet 
established such commissions, but the 
movement is making rapid progress 
throughout the country. If the states in 
which the company does business give 
the question of the public service cor- 
porations such careful attention as is 
done in one or two of the Eastern states, 
the investor may be reasonably sure that 
his security has been well considered by 
the company, by the commission and by 
bankers before issuance. Where there 
is a public utility commission it may be 
assumed that the security is under better 
protection than where there is no such 
supervision. 

A corollary of this question of the 
public service commission is the attitude 
of the general public toward this class 
of corporations. This is generally ex- 
pressed in the legislative attitude. In 
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some states there is more or less baiting 
of these corporations, in consequence of 
which the securities remain more of an 
uncertain. quantity than where the policy 
of a commission is well defined. In con- 
sidering the purchase of utility bonds the 
investor does well to inquire what is the 
temper and attitude of the general public 
of that state and to what degree the 
legislature interferes with the operations 
of the company, if at all. 

Directly related to all this is the sub- 
ject of franchises. In this case both the 
state and the smaller municipalities are 
concerned. Practically all public utility 
concerns are concerned with this question 
of franchise. To be sure in the case of 
many power companies and interurban 
railroads a good deal of the property 
is often on private right of way, that is, 
right of way purchased as company 
property. But there are few that en- 
tirely own the property which they 
traverse. It is for this reason that the 
question of franchises enters into the 
public service corporation security as a 
vital consideration. 


There are corporations which operate 
to a considerable part of their property 
on private right of way and in only a 
small part on streets or under franchises, 
yet these form a vital part of the prop- 


erty. There was an instance of this sev- 
eral years ago where a street and inter- 
urban railroad had many long-term 
franchises, but also one or two short- 
term franchises which expired early. 
When these early franchises expired 
the city through which the company ran 
made some onerous terms for the re- 
newal of the privilege, which the com- 
pany refused to accept. As a conse- 
quence the company went into voluntary 
receivership and the question became a 
long-drawn battle between the city and 
the company as to terms for renewal of 
the franchise. The company was doing 
well in its earnings and could take care 
of its obligations easily enough, but this 
disagreeable franchise difficulty arose to 
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affect the market standing of all its se- 
curities. The question went back to the 
attitude of the public and the authorities 
toward the company, an attitude which, 
in this case, was rather hostile. 

The investor should therefore give 
some very careful consideration to the 
question of the general attitude toward 
public service corporations in the state 
or city, as this will be a fair index how 
the question of franchises for a new con- 
cern or renewal for an established con- 
cern will be treated. 

In the street railways there is often the 
possibility of strikes and labor difficulties, 
especially where great numbers of em- 
ployees are necessary. Over against this, 
in power companies the very opposite 
conditions prevail, for very few em- 
ployees are needed to maintain and op- 
erate a plant supplying current for 
power. 


* * * 


THE great argument, and it is founded 

on facts, that gives the public serv- 
ice corporation security its vogue, is the 
necessity that exists for the products or 
services of these companies. We have 
a thoroughly established industrial and 
economic life into which these public 
service corporations have entered and 
taken a prominent place. They are a 
public necessity and are steadily gaining 
ground. This makes for stability of their 
output or service. There are, of course, 
fluctuations in their earnings, but taken 
as a general body their position is be- 
coming steadily stronger. 

The position of the bonds of a large 
number of these corporations is unques- 
tioned. Many of them show large mar- 
gins of safety for their funded debt. The 
stocks of a goodly number, however, do 
not show up so well. The emphasis 
laid upon the position of the bonds is 
justified by their good showing. As a 
class the stocks are not yet well enough 
established to warrant comparison with 
the position of the bonds. 


ae 











Public Utility Notes 








Provisions of the New Indiana Utility 
Law—The new Indiana Public Utilities 
Law which went into effect May 1 does not 
include steam railroads in its provisions, 
these being left under the railroad commis- 
sion law, which, however, the new Public 
Service Commission will enforce. The law 
provides that the commission shall value 
public utilities and that upon such valuation 
the commission shall base rates, charges 
and tolls, when it comes to regulating In- 
diana utilities. Among other provisions are 
that upon complaint of ten citizens or any 
civic body the commission shall have hear- 
ings and is empowered to alter schedules; 
utilities must publish rate sheets; the com- 
mission may issue indeterminate permits in 
place of existing franchises or grants; the 
commission has power to prevent competi- 
tion; all franchises hereafter issued shall 
have the effect of indeterminate franchises 
and are subject to revocation by the com- 
mission for cause; uniform bookkeeping and 
reports to the commission are required; se- 
curities may be issued only with the consent 
of the commission; the commission has full 
control over mergers; general and executive 
officers and a majority of the board must 
be bona fide residents and citizens of In- 
diana while acting as such, and headquarters 
of the utilities must be within the state. 


Public Utilities in Georgia —The Railroad 
Commission of Georgia has issued a report 
of the earnings of the street railway, gas 
and electric light and power corporations 
operating in that state for the year 1912. 
The report shows the advances which this 
class of corporations are making in earn- 
ings, the gain in gross for 1912 over 1911 
being $1,030,000 and in net $555,000. Forty- 
eight utilities are included in the report. 


Natural Gas Development in Canada.— 
Recent acquisition of large natural gas areas 
in Canada by interests from the United 
States has caused much comment in Can- 
adian utility circles. Fearing control of all 
Canadian lands by outside interests Can- 
adian financiers have formed two large 
companies to develop these properties. A 
large development of Western fields is 
expected. 


How Utility Corporations Progress.— 
New York bankers who act as fiscal agents 
for some 75 utilities have compiled state- 
ment of gross earnings over a period of 
years. In 1908 sixty utilities increased gross 
over 1907, 7.3%; in 1909 sixty-one compa- 
nies increased over 1908, 11.3%; in 1910 
sixty-six companies increased 12% over 
1909; in 1911 seventy companies increased 
over 1910, 9.3%; in 1912 seventy-three com- 
= increased over 1911 by 8.6%. For 
1912 the increase by classes were, electric 
railways, 6.8%; gas and electric companies, 
8.3%; telephone companies, 10.5%, and 
water companies, 15% 


Ohio Utilities Law Amended.—Bill 
amending Ohio utilities law is expected soon 
to become a law. The section which gave 
cities exclusive control of utilities operating 
in them was stricken out. Principal addi- 
tions to present law include valuation after 
Wisconsin plan for rate basing: direct appeal 
from commission orders to Supreme Court 
to save time; municipally owned utilities 
must keep their accounts as ordered by 
commission. 


Portland Railway Light & Power Affairs. 
—Interests connected with this company 
say little importance attaches to statement 
that city officials will attach franchises. It 
is stated these franchises were examined by 
the best legal counsel and pronounced good. 
The company in recent years has made 
large bond issues when the franchises were 
re-examined and pronounced good. Pres- 
ent suits against the company are revival 
of old litigation and said to be brought for 
political effect. 


Utility Regulation in New Jersey.—New 
Jersey Public Utility Commissioners re- 
fused to approve an ordinance granting 
franchise to a competing company in a 
small town, Part of the Board’s decision 
is given: “The creation of various boards 
and commissions with supervisory powers 
over public utilities and often with eventual 
powers of rate fixing demonstrates that the 
illusive doctrine of competition in this field 
is being superseded by an experimental 
regime of strictly regulated monopoly.” 





REMEMBER that the guarantee of a railroad for the bonds of any of its 
subsidiaries is worth only as much as the credit of the railroad itself is 


worth. There are some bonds which judged by 


the standing of the guarantor 


would sell much below their current quotations if the strength of the latter were 


the mainstay of their market position. 











INVESTMENT: ek EPEO apte permanent way, mainly for the income to be derived therefrom 


E. H. Harriman’s Methods of Investment 


An Analysis of His Security Holdings 
By WILLIAM T. CONNORS 


ROBABLY no single individual in 
P the history of the world ever ac- 
cumulated a fortune of $70,000,- 
000 in so short a time as E. H. Harri- 
man. The facts are well understood that 
he was by nature and training a bold and 
resourceful speculator and that his for- 
tune was chiefly the result of his specu- 
lative operations. Yet it is certainly a 
very interesting study to analyze the dis- 
tribution of his fortune at the date of 
his death, when his holdings had grown 
to such an overwhelming total that they 
were necessarily spread over a wide 
range of investments. 

Harriman died September 9, 1909, and 
the market value of his holdings was ap- 
praised in that year, although the figures 
have only recently been made public by 
the filing of the official inheritance tax 
appraisal at the office of the Surrogate. 

Since 1909 the trend of prices has 
been downward and the market value of 
the Harriman estate has shrunk to about 
$58,000,000. This fact, however, is of only 
indirect interest to the investor, since we 
have no means of knowing what Harri- 
man would have done with these securi- 
ties had he lived. He might have dis- 
posed of a considerable part of them at 
relatively high prices and might also 
have increased his fortune by other op- 
erations. The character of his holdings 
in 1909 is the important point for us to 
consider. 


HE WAS A BIG BONDHOLDER. 


[t is a decided surprise to the average 
man, who has always read of Harri- 


man as a stock market plunger, tossing 
his millions back and forth from one 
stock to another, to find that over one- 
quarter of his entire fortune, including 
real estate, cash balances, accounts re- 
ceivable and personal effects, was invest- 
ed in bonds. The exact appraised value 
of his bonds was $17,979,915, out of a 
total fortune of $69,686,654. 

A little over another quarter of the 
total was found to be in railroad stocks, 
nearly all high-grade; in exact figures, 
$22,870,630. Then we find $5,710,600 in 
the best bank stocks; $2,538,114 in real 
estate, of which about 90 per cent. in 
value was in New York City, and $3,- 
789,000 in cash balances with banks and 
trust companies, in promissory notes and 
in accounts receivable. 


Almost exactly 75 per cent. of the 
total, then, was invested in bonds, high- 
grade stocks, real estate and cash. Evi- 
dently the popular idea of Harriman was 
not entirely correct. He wasn’t a plun- 
ger, in proportion to the full amount of 
his resources. He was a fairly conserva- 
tive speculative investor. 

Indeed, even when we come to his 
holdings of industrial and miscellaneous 
stocks, we find the bulk of the money in 
solid and reliable securities. There are 
two or three fairly large holdings that 
turned out badly, and a good many small 
lots of little-known companies which 
showed varying results. It looks as 
though Harriman must have gone into 
some of them for the fun of it, or to 
please a friend. 











E. H. HARRIMAN’S METHODS OF INVESTMENT. 


THE following table includes ll 
items of Harriman’s bond holdings 
amounting to $100,000 or over: 


Bonds. 


Alb. & Susq. Ist 34% 
Chi. & Alton Ist lien 3%4% 
Burlington, Ill. Div., 4% 
Del. & Hud. conv. deb. 4% 
Erie 3-yr. col. tr. notes 6% 
Inter-Met. col. tr. 44%4% 
Nassau Elec. Ist con. 4% 
New Haven conv. deb. 6% 
Pac. Elec. Ry. 5% 
So. Pac. Coast Ist 4% 
Wheel. & L. Erie 3-yr. notes 
W. & L. E. Receiver’s 6% 
Augusta-Aiken Ry. & Elec. 
(par) 
No. Augusta Elec. Imp. 5% (par) 
Miscellaneous 


681,000 
427,815 


$17,979,915 


This list shows plainly his great con- 
fidence in Erie, for half of the value is 
found in Erie collateral trust notes. 
They were and are a good investment, 
but it is natural to assume that his own- 
ership of such an exceptional amount of 
them was connected with plans for the 
future of that railroad which were cut 
short by his death. 

The story of his rescuing Erie from 
imminent receivership has been told so 
many times that it is thoroughly familiar 
to readers of this magazine. That act 
was undoubtedly due to a very great ex- 
tent to his large ownership of other 
stocks, and to the heavy holdings of the 
Union Pacific road in the stocks of other 
companies. With these extended commit- 
ments, Harriman dreaded the effect of 
an Erie receivership. Yet the invest- 
ment in the Erie notes turned out well 
and was based on a sound knowledge of 
the situation as affecting that road, aside 
from all other considerations. 

He evidently thought well of Wheel- 
ing & Lake Erie also, having put nearly 
$2,000,000 into the three-year notes and 
receiver’s certificates of that company. 
In a general way the traffic results on 
that line have justified his confidence, 
though it is not yet out of the receiver- 
ship. It may be surmised that if he had 
lived he would have been an active fac- 
tor in the affairs of the company. 

The value of the list of bonds as a 
whole has shrunk considerably since 
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1909, with the declining market for 
all fixed-interest-bearing securities. We 
don’t know what Harriman would have 
done with these bonds, but it is likely 
enough that he had never given much 
attention, in his abnormally busy life, to 
so abstract a question as gold deprecia- 
tion, and he might more probably have 
suffered losses here than in stocks, where 
he was thoroughly master of the situa- 
tion under almost any circumstances. 
* ok + 


OMING to railroad stocks, we find 
amounts over $100,000 to be as 


follows: 
Railroad Stocks. 


Balt. & Ohio pf 
Brooklyn Rap. Tr 
Chi. & Alton pf. lien 
St. Paul pf 

Del. & Hudson 
Erie 

Inter-Met. com. 

N. Y. Central 
Reading com. 

St. Jo. & Gr. Isl. Ist pf 
So. Pac. 


$22,870,630 


Total 


Here Union Pacific is naturally to the 
fore, with a value in 1909 of over $16,- 
000,000. Undoubtedly most of this was 
bought at very low prices, as he began 
accumulating it when the price was 
under $20 a share. The greater part of 
his wealth, in fact, came from the phe- 
nomenal growth of this, his favorite 
company. He had bought and sold the 
stock on a liberal scale as he saw favor- 
able opportunities for a dozen years. 

It was currently believed that he real- 
ized heavily in Union Pacific above $200 
a share, but the list shows that he had a 
nice little bunch of it left over, after all 
his selling. 

His personal holdings of Southern Pa- 
cific were surprisingly small. No special 
reason for this is apparent, except that 
Union Pacific was his own child, so that 
he naturally enough preferred it to 
Southern, which he had bought in the 
first place simply to give his principal 
company its own tracks to the Pacific 
Coast. All his big plans for Southern 





114 


Pacific would of course have inured di- 
rectly to the benefit of Union, which held 
a majority of Southern stock. It is not 
believed that he had any expectation of 
the compulsory dissolution which has 
since been decreed. 

The million and a half of Erie stocks 
undoubtedly looked toward larger plans 
for development in the East. It repre- 
sents the only important holding of a 
non-dividend-paying stock to be found 
in the list. Clearly Harriman preferred 
to get his profits plus dividends, instead 
of minus interest on capital invested—a 
prejudice which he shared with most of 
the big, successful financiers. No one— 
or at least no one who will tell—knows 
what he paid for his Erie stock, but there 
is no reason to doubt that it represented 
a good investment. 

The St. Paul preferred and the Dela- 
ware & Hudson were probably bought 
on their investment strength as gilt- 


edged securities. 
* * * 


TOCKS in banks, industrials and 


miscellaneous companies were: 
Bank Stocks. 


Equit. Trust, N. Y 
First Nat., Chi 
Guaranty Trust 
Til. Tr. & Savings 
Nat. City Bank 
Nat. Bk. of Com 
Miscellaneous 


$5,710,600 
Industrial and Miscellaneous Stocks. 


Acme Eng. & Contracting 

Chi. Subway 

Cons. Gas 

Equitable Life 

Golden Reward Min. & Mill 

Greene-Can. Cop. 

McKeen Motor Car 

Rifled Pipe 

weormmet Eom @ Ry, 2.0... cccscees 

U. S. Express 

Wells Fargo 

Augusta-Aiken Ry. & Elec. 
(par) 

Augusta-Aiken Ry. & Elec. com.. 

Miscellaneous 


$18,336,261 


The Guaranty Trust comprised about 
two-thirds of all his bank and trust com- 
pany holdings. It had, of course, been 
bought for much less than the market 
value as appraised, and was a splendid 
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investment. All the bank stocks were 
judiciously selected, as would be ex- 
pected in view of his important banking 
connections. 

The Equitable Life purchase received 
a great deal of publicity. That purcliase 
didn’t do for Mr. Harriman what he ex- 
pected it would, but his estate lost no 
money by it, as Morgan took it over at 
cost and interest. The big ownership of 
express stocks might have been reduced 
later if Harriman had smelled the par- 
cels post on the way. As things stood in 
1909 these stocks appeared to be a fine 
investment. The Augusta-Aiken stocks 
were also a good proposition, and pre- 
sumably have a still better future. 

The par value of the Chicago Subway 
stock was $6,711,250, but it was worth 
only $1,107,356 at the appraisal. This 
must have been a disappointing condi- 
tion of things, and the same may be said 
of his holdings of Undetground Elec- 
tric of London, valued at only $55,000. 


HE WASN’T ALWAYS RIGHT. 


OR the comfort of some of us who 
have a nice collection of hand- 
somely engraved certificates laid away 
which are now useful only as wall paper, 
the fact should be mentioned that the 
complete list of Harriman’s ownership 


000 contains thirty-four items which had “no 


value” at the time of appraisal. Some 
of them were of trifling amount, and 
evidently bought for personal reasons. 
Others were as follows: 

Denver & Boulder Valley R. R.; Flor- 
ida Ry. & Navigation; Houston & Tex. 
Central; Louisvillé, New Orleans & 
Texas; New York & Atlantic; New 
York, West Shore & Buffalo; Ohio Val- 
ley Ry. con. 5s.; Standard Beet Sugar 
Ist refunding 6s; Bear Valley Gold; 
Colonial Sugars; Depew Improvement ; 
High Mills Improvement; Laclede Con- 
struction; Mt. Pleasant Gold; North 
River Construction ($31 a share paid 
off); Philadelphia Typewriter; Plant- 
ers’ .Compress; Sinnemahoning Iron & 
Coal (par value $3,553,326) ; Sodus Bay 
Elevator; Standard Beet Sugar stock; 
Safety Train Order Signal; Trophy 
Mining; Union Consolidated Silver. 

Any of your old friends there? If so, 
you can at least say that you are on an 
equality with Harriman in some things. 








RECENT DECLINES IN 


The total par value of these worth- 
less stocks was, however, small in com- 
parison with Harriman’s fortune. The 
only item of important relative size was 
the Sinnemahoning Iron & Coal, and of 
course we have no idea what that 
cost him. 


HARRIMAN THE MAN. 


[N some ways one gets a better idea of 

Harriman the man from this list of 
his stocks and bonds than from pages 
of newspaper comment. He was dar- 
ing, but only in those things that he 
knew the most about. There was almost 
always—quite always, where any large 
sum was involved—a sound basis of 
fact behind his exploits. 

His operations were far removed from 
those of the floor trader or the specula- 
tor who bases his commitments on the 
technical situation from week to week. 
His fortune was substantially made in 
the upbuilding of one big property, the 
future of which he had the sagacity to 
foresee when everybody else was sunk 
in doubt and gloom. 

The distribution of his investments 
was in accordance with sound theory. 
For example, one would say at first 
thought that hardly any two wealthy 
men could be more urilike than Harri- 
man and Marshall Field. Yet we find 
that their investments were distributed 
among (1) bonds, (2) railroad and bank 
stocks, and (3) industrial and miscel- 
laneous stocks in practically the same 
proportions. Harriman had a slightly 
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larger per cent. of industrial stocks (if 
we include public utilities and express 
stocks, and omit from Marshall Field’s 
industrials his holdings of stock in Mar- 
shall Field & Co., which were excep- 
tional) ; Harriman’s open accounts and 
syndicate subscriptions were much smal- 
ler; his railroad stocks a little smaller. 
On the other hand, Field had a greater 
quantity of depreciated stocks, which ap- 
parently showed him a loss. 

The general impression we get from 
the figures is of a much more solid, 
conservative man than most of us had 
supposed Harriman to be. And the dis- 
tribution of his investments shows an 
entirely unexpected degree of care and 
scientific method. 

On figuring out the per cent. of each 
prominent class of securities to the total 
we get the following: 

Bonds (mostly railroad) 

Railroad notes 

Dividend-paying railroad stocks. . 
Bank and Trust Co. stocks 
Express stocks 

Public Utility stocks 

Non-div. railroad stocks 


It would undoubtedly be hard to find 
a wealthy man whose capital is distri- 
buted any more shrewdly or on a more 
scientific and satisfactory basis than that 
shown in the above table. 








Recent Declines in Investment Stocks 








New York, New Haven & Hartford 


SLIDE of 152 points, from 255 
A in 1902 to its recent low of 
102%, must have some very 
substantial reason. 
constantly decreasing proportion of net 
earnings and income surplus available 
for dividends. Its dividend rate had been 
8 per cent. for some time, but at the May 


It is found in the . 


meeting the dividend for the last quar- 
ter was reduced to a rate of 6 per cent. 
per annum. What the road is facing 
may be inferred from the fact that if 
net earnings fall back to the point ex- 
pected they will be under the figures for 
the fiscal year ended June 30, 1912, some- 
thing like $1,500,000 and possibly as 
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much as $2,000,000. Furthermore, it 
will lose some income this year from its 
subsidiaries, making the situation all the 
worse. 

So if there were a balance of $11,000,- 
000 for dividends this year, which is a 
reliable estimate, it would be compared 
with a requirement of $14,300,000 to pay 
8 per cent. on the stock, $13,400,000 to 
pay 7% per cent. Six per cent. on the 
$178,750,000 outstanding stock takes 
about $10,800,000. 

Of course, it must be remembered that 
the company has spent some $800,000 ad- 
ditional on maintenance of way and 
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$1,200,000 on equipment over the first 
nine months of the year as compared 
with the same period of the previous 
year. But this was necessary through 
increased business, which increased ope- 
rating revenue $3,500,000. New Haven’s 
gross gained every month of the current 
year over the previous month, and even 
its net gained some $1,500,000 over the 
first four months, but this faded away 
in the following five months, so that at 
the end of that time the previous gain 
was turned into a loss of $678,000. 
When the New Haven will “come back” 
to its former glory is a large question? 


Illinois Central 


[LLINOIS CENTRAL stock went to 

112 just before this was written, 
which was lower than its price about 
two years ago, when it had a severe de- 
cline, and four points below the panic 
price of 1907. What is the matter with 
it? Naturally the whole market, which 
dragged nearly every stock down some- 
what, would drag this one also, but why 
should it be so extremely weak ? 

The natural inference drawn in the 
face of receding quotations was that they 
foreshadowed something adverse in the 
matter of payment of the 7 per cent. 
dividend. The road has a fine dividend 
record, having paid the 7 per cent. since 
1904. But for the past three years the 
line has been laboring under difficulties. 
It has had bad strikes and floods that im- 
peded its traffic, and has had to contend 
for short periods with hard weather con- 
ditions, all of which have shown their 
effects in earnings. 

The year ended June 30, 1912, was 


very unsatisfactory. In that year it 
showed a balance for dividends of only 
$3,466,448, compared with $11,315,344 
in the year 1911. This small amount 
left for the dividend in 1912 made it 
necessary to take something from the 
company’s surplus to meet the full 7 per 
cent. dividend. Possibly the road will 
again have to go through this process, 
although it is claimed that earnings are 
running at a rate sufficient to meet the 
7 per cent. dividend. The situation as 
it stood after nine months of the present 
fiscal year had passed was, gross earnings 
of $49,213,191 compared with $44,677,- 
787 in 1912, an increase of $4,535,000. 
Net for the period was $8,755,955, an in- 
crease of $3,051,539. Although these 
earnings show up better than 1912, they 
will be considerably under 1911, when the 
company earned 10.35 per cent. on the 
stock. Like all other roads, this road has 
been unable to keep up its net earnings in 
proportion to the gross increases. 


New York Central 


EW YORK CENTRAL stock, in 
sympathy with the general list, has 

been subject to pressure, having broken 
par again for the second time since 1908. 
The other occasion when it went through 
this figure was in September, 1911, when 
it went to 9974. On this decline it went 
below 99. The lowest at which the 
stock has sold since 1875 was 8134 in 


June, 1885, and the record price was 
174%4 on November 25, 1901. 

There is no such trouble with the New 
York Central as we have in other sys- 
tems, where the earnings are poor and 
there are difficulties of various kinds to 
endanger at least part of the dividend. 
On the other hand, the Central is able 
to take care of its dividend, although the 
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margin for dividends is low. Last year, 
that is the year ended June 30 last, the 
figures showed 6% per cent. earned for 
dividends, out of which it paid 5 per 
cent. It should be remembered, how- 
ever, that the Central has substantial 
equities in the undivided earnings of its 
principal subsidiaries, so that taking 
these into consideration it had practically 
10 per cent. back of its stock in that year. 

So far as earnings for dividends are 
concerned, the year 1911 showed only a 
little better than 1912, the rate earned 
on the $222,724 stock in the former year 
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being 6.87 per cent. The road puts large 
amounts into upkeep and has been in- 
creasing its maintenance charges. It is 
also increasing its fixed charges steadily. 
There is no reason to believe, however, 
that the Central will not show its full 
dividend earned with a comfortable mar- 
gin to spare. Along with other invest- 
ment stocks like Pennsylvania, Illinois 
Central, etc., the New York Central is- 
sue has suffered in the market. Its de- 
clining tendency has been more out of 
sympathy with the remainder of the list 
than for any serious intrinsic reason. 








The Dime Saver and Investor 


By JOHN M. OSKISON 








O*: of the copyrighted thrift sys- 


tems (Are you familiar with 

any of them? They are worked 
out by bankers with ideas and sold to 
other bankers who are interested in 
getting a large number of savings ac- 
counts for their banks) uses as a part 
of its “follow-up” campaign a series 
of folders showing how steady sav- 
ing piles up the dollars. 

All of the literature of this system 
which I have seen is written with the 
sole idea of showing that thrift will 
result in a fat bank account. It ought 
to go further. It ought to show what 
it is possible to do with the bank ac- 


count after it has been put together. 

Here is a table which is good for the 
small money earner to keep in front of 
him: 

Alongside this table (or any varia- 
tion of it which the saving man or 
woman is interested in working out) 
should be kept another table showing 
the income return to be had by the 
regular and wise investment of sav- 
ings. Not long ago, a New York in- 
vestment banking house put out a 
table which showed the income yield 
on $25 a month invested over periods 
ranging from one year to twenty-five. 
It was assumed that the amounts 


WHAT MERE SAVING* WILL ACCOMPLISH. 


In 1 yr. 


10 cents a day 
25 cents a day 
50 cents a day 


In 10 yrs. 
$365.00 
912.50 
1,825.00 
2,737.50 
3,650.00 
7,300.00 
10,950.00 
14,600.00 
18,250.00 


In 5 yrs. 
$182.50 
406.25 
912.50 
1,368.75 
1,825.00 
3,650.00 
5,475.00 
7,300.00 
9,125.00 


In 2 yrs. 
$73.00 
182.50 
365.00 

"$47.50 
730.00 

1,460.00 

2,190.00 

2,920.00 

3,650.00 


(*No interest return is considered in this table.) 
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would all be invested in bonds to yield 
5 per cent. Over the periods which I 
have used in the table just given, the 
return on a_ twenty-five-dollars-a- 
month investment were these: 
Principal. Interest. 


J $30.00 
1,656.18 80.00 58.45 
In 10 years. .. .3,769.27 185.00 72.07 

Suppose this saver of 82 cents a day 
stopped at this point, and sat down at 
his desk to figure out his income re- 
turn from that time forward on the 
theory that he would continue to get 
five per cent. on his investments. He 
would begin by adding together the 
three sums—principal, interest due, 
and the surplus on deposit and as yet 
uninvested. He would find to his 
credit the sum of $4,026.34; that would 
bring him, on a basis of 5 per cent., 
$201.30 a year. He would divide that 
sum by twelve, and discover that he 
could count upon a monthly return of 
$16.78—just over 55 cents a day. 

The figures were carried out to the 
twenty-fifth year, and they showed 
that the investor who regularly, month 
by month, put his $25 into bonds at 
five percent. would have at the end 
of that time a yearly income of $710, 
a monthly income of $59.16, or a daily 
income of $1.95. That income would 
be assured him, and there would be a 
principal sum of $14,298.94 to his 
credit. 

A Wall Street observer was passing 
the site of the burned Equitable build- 
ing not long ago, and he was curious 
to note the number of men at work in 
clearing the block. He counted, and 
found that the number was _ twelve. 
These workmen did not seem to be in 
any hurry either, as they toook turns, 
while the Wall Street reporter was 
watching, in playing with a kitten 
which had strayed into the lot. Grass 
was beginning to sprout in some piles 
of dirt which had lain undisturbed for 
a long time. 

After watching for a few minutes, 
the reporter went away and delivered 
this reflection in print: 

“Interest return on $14,000,000, the 
value of this vacant lot, is about $2,500 
a day.” : 


Surplus. 
$15.60 
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I have a friend who has begun to 
make a collection of plans for saving 
small sums of money. His interest in 
the collection is largely a literary one. 
I asked him what he considered the 
best argument he knew to make the 
thrifty person adopt one of the plans— 
the one best suited to his needs. He 
said: 

“Frankly, I haven’t found an argu- 
ment which has moved me yet—and 
Heaven knows, I ought to save if there 
is a way by saving to provide for the 
future!” Out of our discussion grew 
this idea: 

Think of any sum you can save— 
daily, weekly, or monthly—as interest 
payment on an imaginary investment. 
Turn back to the first table I have 
used in this article and find out what 
a regular saving of 10 cents a day will 
amount to—$36.50 a year. Now figure 
the sum you would have to invest at 
five per cent. to bring you an income 
of 10 cents a day—multiply your $36.50 
by 20 as the quickest way. You find 
that you would need to invest $730 to 
bring in the 10 cents a day. 

Having gone that far in your figur- 
ing, take another step. Keep an ac- 
curate record for a month (or for sev- 
eral months if you can) of each cent 
you spend. At the end of the period, 
add the total, and then divide it by the 
number of days the record covers. 
Suppose you’ve kept a record for 61 
days, and you find that you’ve spent 
$244. That was $4 a day. That was 
40 dimes a day. Somewhere, in some 
way, forty times the respectable sum 
of $730 has been invested at-five per 
cent. to yield you the forty dimes a 
day you have spent. Your spending 
over that period of 61 days has con- 
sumed a fair interest return on $29,200! 

At the end of two months of keep- 
ing an honest daily record of money 
paid out, you can find spots of inflated, 
not to say extravagant, expenditures. 
Get any of your friends to give you a 
list of their personal expenses, and you 
can say at once that certain items are 
waste so far as giving any worth while 
return is concerned. I do not need to 
point out here any of these items—I 
could give you only my own notion 
of what constitutes extravagance. I 
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might tell you that I think it is waste 
to pay a dollar for a tie, as I do, but 
another man may say that it is true 
economy to pay as much as that for a 
tie. These differences of opinion are 
not significant. The point is that any- 
body who will keep the sort of record 
I suggest will, upon analysis, find 
items to cut out which ought to be cut 
out for his own good. 

Assume, now, that the process of 
cutting is begun with the beginning of 
the third month. Instead of spending 
40 dimes a day, you find that you are 
getting along comfortably by spending 
only 36 dimes a day. You consult 
your tables of interest return, and you 
find that you are adding to your saving 
the interest on $2,920 every day. Then 
figure how long it will be before you 
can convert this 40 cents a day of sav- 
ing, based upon the simple cutting out 
of waste in your personal expenditures, 
into a principal sum which will yield 
you 40 cents a day. You saw, by look- 
ing at the first table I used in this ar- 
ticle, that by putting aside five dimes 
a day, without considering the inter- 
est accumulations, you would have in 
ten years a sum amounting to $1,825. 
You can easily figure, from the table, 
what you would have if you invested 
the four saved dimes every day in se- 
curities yielding five per cent. 

The table assumes an investment of 
$25 a month—82 cents a day. In ten 
years the $25 a month investment, in 
five per cent. bonds, was shown to be 
worth $4,026.34, with a yearly interest 
return of $201.30. Saving 40 cents a 
day, instead of the 82 demanded by 
the. table used, you would get a sum 
at the end of ten years of steady invest- 
ment at five per cent., which totaled 
$1,964, and which would yield a‘yearly 
return of $98.20—27 cents a day. 

Out of my discussion with the man 
who is collecting savings plans, I got 
that one definite argument which it 
seems to me can be applied to every 
case, and it can be applied in a way to 
make saving seem a kind of fascinat- 
ing method of financing the individual. 
All of the figures are susceptible of 
proof. The interest rate mentioned in 
the calculations is one which any in- 
vestor who uses ordinary caution may 
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safely get. He has, now, nearly as 
wide a variety of securities to choose 
from when he brings his $100 to the 
investment market as has the $1,000 
investor. 

I believe that it is the work of the 
investment bankers in the near future 
to go after the small money earner and 
turn him and her into the small in- 
vestor. I believe that the bankers can 
make such a campaign a success— 
make it pay not alone the small money 
earner, but also the dealers who will 
sell the securities demanded by the 
small investor. Cultivation of this 
field has just begun. The amount of 
statistical information on the earning 
power of savings regularly invested is 
so small that it practically never gets 
into the hands of the men and women 
whose earnings run from $20 to $40 a 
week. 

There is, however, a class of finan- 
cial experts who do know that the 
small earner is worth cultivating. They 
are the promoters of get-rich-quick 
schemes. They are the shrewdest of 
psychologists, and they make their 
profits through emphasizing just one 
point—the chance to work wonders 
with a small sum of money. 

I once received a long confession of 
the investment experiences of a fairly 
level-headed man who began to try to 
make money when he was thirty-five 
years old. At that time he was a clerk 
in the employ of the Government at 
Washington, getting $125 a month. He 
sat him down to figure, and concluded 
that he could save $40 a month out of 
his pay during all the rest of his work- 
ing life. 

Having put aside his first $40, this 
man of thirty-five tried all the ways he 
knew to find the right investment for 
the money. He very naturally wasn't 
looking for any get-rich-quick proposi- 
tion—his resolution to undertake the 
long campaign of saving proves that. 
Yet his ignorance of real investments 
was so great that, as he said, he at 
once became a mark for “agents and 
promoters, easy-payment plans, pros- 
pectus sellers.” 

For a time this man resisted the ap- 
peals of the tribe of sellers of bad se- 
curities, then he fell a victim to the 
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optimism of a brother-in-law who be- 
lieved in a Utah gold mine. He put 
$500 into the stock of the mine at $2 
a share, watched it rise in market 
value to $2.50 a share, received divi- 
dends on his 250 shares of ten dollars 
a month for a number of months, and 
then saw the stock run down (when 
the mine became flooded, and divi- 
dends stopped) to a price at which he 
realized $200 for his shares. 

This man’s next venture was the in- 
vestment of $400 in Belgian hares—at 
a time when the papers were full of 
stories about the tremendous profits to 
be realized from their breeding. After 
months of disappointment and worry, 
this investment was closed out for $50. 

Next, this steady saver of $40 a 
month put $500 into the stock of a 
rubber plantation in Mexico. It was 
a total loss. Texas came into the lime- 
light just then as an oil producer, com- 
panies were organized by the dozen, 
and their stock had a wonderful sale 
for some time. This steady saver, 
three times stung, made as careful an 
investigation as he could of the com- 
panies operating in the Texas oil field 
(wrote to banks and personal friends 
in the field) and bought the low-priced 
stocks of eight companies—“my loss 
on these,” he said, “did not exceed 
$400.” 

Next in line for a slice of this saver’s 
good money was the old Storey Cotton 
Company, which invited the small in- 
vestor to join a pool and make money 
by operating in the cotton market. 
Said this Government clerk of his ex- 
periences with the Storey crowd: 

“They were very frank; they admit- 
ted that some weeks they could not 
make more than one-half of one per 
cent., but they aimed to average three 
per cent. a month. It looked like a joke 
on the savings banks—at last, it 
seemed, some real financiers had de- 
cided to let the small man in on a good 
thing. They told us that the Chemical 
National Bank of New York was mak- 
ing something like 80 per cent., and 
paying depositors who left their money 
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on time deposits only three per cent. 
They hinted that these bankers, and 
others of the same stripe, were in on 
many deals where profits just as big 
were made. The Storey Cotton 
Company is now a part of our popular 
financial history. Long after it was 
moved into the dark closet, I received 
a check for $11 from the receiver—my 
sole return on $500 of investment and 
accumulated ‘profits.’ ” 

This man’s salary grew during the 
period of his investment ventures from 
$125 a month to $150 a month. He 
kept on saving—and kept on, with 
equal regularity, putting money into 
worthless and semi-worthless stocks 
and bonds. The very last purchase he 
made before he sent me the account of 
his experiences was a bond of a new 
insurance company. It was a bond 
guaranteed to be worth $5,000 at the 
end of ten years, when it could either 
be cashed fot that amount or converted 
into an annuity. Two years after he 
bought the bond, the company went 
into the hands of a receiver. He ex- 
pects to save samething out of the 
wreck. 

Throughout my Washington friend's 
experience, he has been guided by the 
attractively put proposition. He has 
passed by the opportunities to make 
real investments mainly because he did 
not know anything about them and no 
way of finding out was suggested. Some 
real investments he passed by because 
they did not seem well presented. 
They lacked the appeal which the good 
salesman must put into his selling 
talk. 

To be convinced that saving is fea- 
sible is the first need of the small 
money earner—the actual saving is 
easy after the resolution to save is 
made. Then he must be shown, with 
great detail and absolute clearness, that 
his savings are capable of being put to 
work where they will be unimpaired in 
value and where they will earn a larger 
and larger return. In brief, the mir- 
acles of legitimate investment financ- 
ing ought to ‘be revealed to him and 
ought to be made available for his use. 
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XI—What to Do With Idle Money 


the investor for profit cannot see 

any attractive opportunity for the 
use of his money in stocks or bonds. He 
may feel that the general financial situa- 
tion is so doubtful that even the best of 
securities may be pulled down with the 
others; or he may be able to find plenty 
of good, growing companies, in which 
he would gladly invest at lower figures, 
but the market may be at such a high 
level that he is unwilling to pay current 
prices. 

In such cases he will find his money 
temporarily idle and the question at once 
arises, What is to be done with it pend- 
ing the development of a suitable oppor- 
tunity for re-investment? 

It is easy to exaggerate the importance 
of this question. Even supposing his 
money lay in a bank without any inter- 
est for a year, the loss of interest could 
hardly be figured at more than 5 per 
cent., and if as a result of this delay the 
investor was able to buy some standard 
stock ten points lower than he could have 
bought it at the time his money was first 
released, his profit from the transaction 
might reasonably be considered as twice 
the amount of the interest lost. 

We have, however, laid down the prop~ 
osition that the investor for profit should 
consider safety and rate of interest first, 
and then should make whatever addi- 
tional profit he can as opportunity arises. 
If he places profit first he becomes prac- 
tically a speculator and much that has 
been included in these chapters would 
not accurately meet his requirements. 

The first point that naturally occurs to 
us is that 2 or 3 per cent., and in some 
localities 4 per cent., can be obtained by 
placing idle money in a trust company, 
rather than in a national bank. In New 
York it is difficult to get more than 2 or 
2% per cent. on checking accounts from 


; ey will of course be times when 


the strongest trust companies, but in 
many outside cities 3 per cent. is easily 
obtainable, and in the newer sections of 
the country 4 per cent. and in some cases 
even more. 

Good private banking houses in New 
York City pay 3 per cent. on checking 
accounts, but the investor will not care 
to place his funds with them unless he 
has a pretty good knowledge of the men 
in charge. Some private bankers are as 


sound as any trust company and may be 
even more conservative in the handling 
of their funds, but the difficulty for the 
ordinary investor comes in separating the 
sheep from the goats. For such a trifle 


as % or 1 per cent. yearly he cannot 
take any chances whatever. 

No one can afford to place his money 
with the trust company or the private 
banker offering an exceptionally high 
rate of interest. The high rate would 
not be offered unless there were some 
reason for it, and that reason usually is 
that the concern has difficulty in getting 
money at the current rates paid by other 
houses similarly situated. In other 
words, they are not fully trusted by 
those having large capital at command; 
and if that is the case they certainly 
should not be trusted by those whose 
capital is smaller. 

The instance comes to mind of a 
large New York trust company which 
advertised a few years ago for check- 
ing accounts, offering a slightly greater 
rate of interest than would usually be 
paid on such accounts. A year or two 
later the company was in the hands of 
a receiver. 

Still more recently a national build- 
ing and loan company advertised rather 
widely offering about half of 1 per cent. 
more interest than paid by others. It 
had been doing this for five years or so; 
but the time came when the State bank- 
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ing department refused to permit it to 
continue longer in business owing to the 
insufficient security behind its borrow- 
ings. To any one understanding the 
business of a building and loan associa- 
tion, this additional one-half per cent., 
in the circumstances under which it was 
offered, was like a red flag. 

If the investor has any considerable 
sum—say $10,000 or more—of idle 
money, about the only way he can get 
better than trust company interest on it 
is to put it into commercial paper, short 
term notes, or bonds that mature at an 
early date. 

The objection to this is that he never 
knows just when a big decline in the 
market may come which would put prices 
on a plane where he would want to buy 
stocks or bonds. It might happen that 
just at the moment when he wanted his 
money to invest, it would be tied up in 
short term notes, and when the notes 
matured the opportunity might have 
passed. 

In any ordinary market, however, he 
could use his notes as collateral with his 
broker or trust company for the pur- 
chase of the stocks or bonds wanted. 
As he would buy outright, not on mar- 
gin, he would simply be transferring his 
funds from the short term securities in- 
to others. At even 60 per cent. of their 
value, the notes would give him a credit 
of 60 per cent. on the stocks he wants 
to buy. This would, of course, be ample 
under any ordinary cricumstances. 

Once or twice within the last twenty- 
five years there have been intervals of 
a few days when it would have been dif- 
ficult to get brokers to accept any col- 
lateral whatever, no matter how gilt- 
edged, because it was practically impos- 
sible for them to borrow money on any 
terms. As a rule, however, the investor 
would prefer, in these exceptional cases, 
to wait until the extreme pinch of panic 
was over before buying, even if he had 
to pay a few dollars more per share for 
his stocks. 

He can’t expect to buy at the bottom. 
The attempt to do so would be likely to 
result in his buying too soon and having 
to stand a further decline. And even if 


he were to make up his mind beforehand 
to jump in and buy at the very worst 
moment of the panic—or what he 





THE MAGAZINE OF WALL STREET. 


thought to be the worst moment—the 
chances would be 100 to 1 that when the 
time came he wouldn’t have the courage 
to do it. 

The fact is that when the investor ap- 
pears at his broker’s office with a per- 
fectly good $10,000 short-term note in 
his hand and says, “I want you to take 
this and buy me $10,000 worth of sound 
investment stocks,” the broker is going 
to leave no stone unturned to finance the 
deal. It may be questioned whether 
most brokers wouldn’t have managed it 
somehow, even in the darkest days of 
1907. 

In the selection of short-term notes, 
commercial paper, or long-term bonds 
having an early maturity there is a wide 
range of choice, and consultation with 
your banker or brokerage house is de- 
sirable. The rate of interest obtainable 
will generally be from 4% to 6 per cent., 
though there were times in 1906 and 
1907 when 7 per cent. could be had. 

Quite recently the holding company 
idea has been applied to commercial 
paper. Companies have been formed to 
buy two-name paper of many different 
firms and to issue on this paper as a 
basis, their own collateral lien notes at 
perhaps one-half per cent. less interest, 
having practically any date of maturity 
desired by the purchaser. This dis- 
tributes the risk in such a way as to 
make the notes exceptionally good—as- 
suming, of course, that the central com- 
pany is honestly and competently 
managed. 


THE SMALL INVESTOR. 


In this matter the small investor has 
an advantage over the larger one, be- 
cause the amount of money he will wish 
to withdraw when he is ready to buy 
will be relatively unimportant to the in- 
stitution which parts with it. He will 
therefore have less trouble in getting it 
promptly under conditions of financial 
stringency. He can also advantageously 
make use of two classes of institutions 
which have been created for the special 
benefit of the man whose capital is lim- 
ited—the savings bank and the building 
and loan association. 

Even the investor with $10,000 or 
more can use the savings banks and 
building and loan associations by dis- 








INVESTING FOR PROFIT. 


tributing his money about in half a doz- 
en or a dozen different institutions, so 
that the amount to be drawn from each 
one when needed would not be so large 
as to require notice before withdrawal. 
Such a distribution of funds has the ad- 
vantage of greater safety, as the loss 
from the failure of some one institution 
would be relatively small. It is consid- 
erable trouble, however, when the in- 
vestor wants all his money, to collect it 
together from so many different sources. 

The investor with a few hundred or 
a few thousand dollars can easily get 4 
per cent. interest by placing his funds 
in two or three savings banks. The thing 
that may prevent him from doing so is 
the “sixty-day clause,” which permits 
the bank to require sixty days’ notice of 
withdrawals whenever its officers con- 
sider that necessary. Under ordinary 
conditions notice is not required on 
small sums; but the investor remembers 
that stocks and bonds sell lowest under 
extraordinary conditions, so that the 
sixty-day rule might be enforced just 
when he wanted his money. 

In fact, this was the case in 1907. 
The savings banks were enforcing this 
rule, at least nominally, for a month or 
more after the worst of the panic was 
over. 

It should be borne in mind, however, 
that the rule applies chiefly to actual 
cash. The small depositor who wants 
his money in the form of a check, for the 
purpose of buying stocks outright and 
paying for them in full, can get it in 
practically every case by using a little 
persistence. If the cashier has not been 
given the authority to make any excep- 
tions from the rule, some higher officer 
of the bank will usually do so if con- 
sulted. 

The savings banks apply the rule for 
the protection of their depositors, not to 
cause them inconvenience. The bank’s 
officers would be likely to frown upon 
margin purchases, but the real investor, 
who explains frankly what he wishes to 
do and wants a check to do it with, 
nearly always gets it. The buyer of 
stocks in a panic is performing an im- 
portant public service, and the intelli- 
gent bank official will look at it in that 
light. 

Brokers, also, will do everything pos- 
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sible to help the small investor in such 
cases. If the bank depositor cannot get 
his money from the bank, the broker 
will perhaps accept the bank book as a 
temporary deposit for the purchase of 
stocks or bonds in a panic. The broker, 
like the banker, would be likely to dis- 
criminate against the buyer on margin at 
such a time, but he welcomes the gen- 
uine investor who wishes to buy out- 
right. 

Those building and loan associations 
which are operated on the savings bank 
plan, as many of the larger ones now 
are, receiving deposits and permitting 
withdrawals as desired, are worthy of 
more attention in this connection than 
they generally receive. They pay from 
4% to 5 per cent. iriterest in the East 
and higher rates in other sections; and, 
in 1907 no important association, so far 
as I can learn, was obliged to limit with- 
drawals. 

This is because the depositors in these 
associations are not of a class to be eas- 
ily frightened. Most of the deposits are 
made with a view to home-building, and 
depositors who would wish to withdraw, 
either from fear or for investment, in 
times of stringency, are so few in pro- 
portion to the whole number that their 
requirements are easily met. 

Some discrimination must be exer- 
cised in regard to such associations. The 
so-called “national” building and loan 
schemes—that is, those associations or 
companies which have charters permit- 
ting them to place loans anywhere in the 
United States—must be religiously 
avoided. It is impossible for the author- 
ities of any State to oversee their opera- 
tions, and the national government has 
never done so effectively. Even the of- 
ficials of these national companies have 
often been inadequately informed about 
their own loans; and in some cases they 
have apparently tried to see how closely 
they could balance on the line of fraud 
without being prohibited the use of the 
mails. 

Local building and loan associations, 
which can loan only within a restricted 
territory, have shown a good record for 
many years. In States where, as in 
New York, they are under the supervi- 
sion of State officials, they are as a rule 
just as safe as the savings banks. Nat- 





124 


urally, there can hardly be any better se- 
curity for loans than newly-built homes. 

Of course there is nothing to prevent 
the small investor from buying commer- 
cial paper, short-term notes, or early- 
maturing bonds, just the same as if he 
had more money. Consultation with the 
odd lot houses will usually put him in 
touch with something issued in small 
denominations that will meet his re- 
quirements. Some of the companies 
which issue their own collateral lien 
notes based on varied holdings of high 
grade commercial paper, as mentioned 
above, make these notes in any multiple 
of $100. 

The best general plan for the disposi- 
tion of money temporarily idle is doubt- 
less to distribute it in a number of the 
different ways mentioned above. One- 
third of your funds might be kept in a 
trust company or with a private banker 
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at 2 or 3 per cent.; another third in 
savings banks or building and loan as- 
sociations, and the last third in short- 
term notes or commercial paper. 

Such a distribution would contribute 
to safety and conditions could hardly 
arise which would prevent you from 
getting hold of enough money and ac- 
ceptable collateral to make your pur- 
chases at the right time. 

It may be added that there is no log- 
ical reason why you should not invest 
on the short side of the market at times 
when you do not wish to buy. But this 
carries us a little out of the field we have 
marked out—namely, getting a profit in 
addition to regular interest. There is no 
good ground for the popular prejudice 
against short selling, but the principles 
to be applied to it are somewhat differ- 
ent from those here discussed. 

(To be continued.) 














Twelve Reasons Why Bonds Are a Better Investment 
Than Real Estate Mortgages 














PROMINENT company dealing in 

A guaranteed real estate mortgages 
is publishing a series of advertise- 

ments comparing its mortgages 

with bonds and stocks, in the endeavor to 
prove that its own wares are superior. There 
is no necessity of depreciating in any way 
the value and desirability of direct mortgages 
on real estate, but the sound corporation bond 
has a number of advantages which the in- 
vestor in mortgages would do well to ponder. 

(1) The equity above the value of a mort- 
gage is rarely over 100 per cent., and usu- 
ally not more than 70 per cent. It is easy to 
select bonds where the margin of safety over 
the principal of the bond is 1,000 per cent. 
or more. 

(2) The net revenue from real estate is 
possibly three times the amount of the in- 
terest on the mortgage. Many bonds are pro- 
tected by earnings large enough to pay the 
interest on them six to ten times over. 

(3) The expenses attending the foreclosure 
of a mortgage are large, and the holder is 
= to a great deal of trouble. If bond- 
olders are compelled to take over the prop- 
erty on which their bonds are based, the ex- 
pense and trouble to each individual is small, 
and his interests are well protected. 

(4) Good bonds may be instantly con- 
verted into cash, with small commission 
charges. This is far from being true of even 
the best real estate. 


(5) Bonds can be used as collateral for a 
temporary loan. Mortgages cannot be readily 
used in this way. 

(6) The length of term for bonds varies 
so widely that the investor can adjust his 
dates of maturity to his own needs, from 
one year up. It is usually impossible to do 
this with a real estate mortgage. 

(7) Bond values are not usually dependent 
on local conditions, while real estate values 
nearly always are. 

(8) Bonds can often be bought at prices 
which show excellent possibilities for the in- 
crease of the principal, in addition to regular 
interest. Mortgages do not possess this ad- 
vantage. 

(9) The permanent investor can buy bonds 
running fifty years or more, thus avoiding 
all trouble and expense of transfer. Few 
mortgages run more than seven years, and 
many only three. 

(10) The bondholder gets his interest when 
due. The owner of a real estate mortgage 
must allow thirty days’ grace, and in practice 
often allows much more than that. 

(11) The expenses of collection and over- 
sight are as a rule much heavier on each one 
thousand dollars invested in mortgages, than 
on the same sum put into bonds. 

(12) The foreclosure of a mortgage, if it 
becomes necessary, is a very disagreeable and 
unpopular duty. This difficulty does not arise 
with bonds, even though the corporation 
should default the interest. 














Monthly Net Earnings 








|= table gives the returns of the principal railroads down to latest dates available, 
and should be studied in connection with the “Bargain Indicator,” which shows 
annual results, and the “Investment Digest,” where other details of earnings will often 


be found. 


Current 
month. 


$3,083,324 
1,394,184 
1,522,599 


Atch., Top. & S. Fe 

Atlantic Coast Lineft 
Baltimore & Ohio 

Boston & Maine 

Buff., Rochester & Pittsb. 
Canadian Pacifict......... 
Central of Georgia 

Central R. R. of N. J.... 
Chesapeake & Ohio 

Chicago & Altont 

Chic., Burl. & Quincy.... 
Chic. Gt. Western 

Chic., Mil. & St. Paulf... 
Chic. & Northwesternt.... 
Cleve., Cin., Chic. & St. L. 
Colorado & Southern 
Delaware & Hudson 

Del., Lack, & Western.... 
Denver & Rio Grandet... 
Eriet 

Great Northern 

Hocking Valley 

Illinois Centralt 

Kansas City Southern.....Mar. 
Lake Erie & Western Mar. 
Lake Shore & Mich. So...Mar. 
Lehigh Valley Mar. 
Long Islandt Mar. 
Louisville & Nashville... .Mar. 
Michigan Central 

Minn. & St. Louist 

Minn., St. P. & S. S. Marie? Mar. 
Mo., Kansas & Texas 

Missouri Pacific 

National Rys. of Mexico. .Mar. 
N. Y. Cen. & Hud. R....Mar. 
N. Y., Chic. & St. Louis. . Mar. 
N. Y., N. H. & H Mar. 
N. Y., Ont. & Westernt..Mar. 
Norfolk & Western 

Northern Pacific 


Pere Marquettet 

Pittsb., Cin., Chic. & St. L.tMar. 
Reading Companies 

Rock Island Lines 

Seaboard Air Linet 

St. Louis & San Fran....Mar. 
St. Louis Southwestern{..Mar. 
Southern Pacifict Mar. 
Southern Railway ar. 
Texas & Pacific Mar. 
Tol., St. L. & Westernt.. Mar. 
Union Pacifict Mar. 
Wabash Mar. 
Western Maryl Mar. 
Wheeling & ke Erie....Mar. 


*Fiscal year ends June 30. 


26,742 


Change from 
last year. 
+ $244,175 

+330,505 
— 1,009,453 
—357,520 
—20,853 
+137,016 
+ 32,336 
—528,573 
—240,854 
— 293,862 
—218,758 
+ 126,485 
+448,486 
+395,411 
— 289,760 
+-38,294 
+ 84,696 
— 288,533 
+115,522 
+12,131 
—231,807 
—136,691 
+ 24,835 
+122,805 
—41,016 
—338,387 
—438,633 
+7,603 
—239,970 
—118,191 
+72,331 
+12,581 
+280,467 
+171,753 
+493,653 
—110,771 
—171,373 
—680,648 
—19,298 
—147,751 
+134,041 
—659,905 
+289,611 
—773,285 
—1,246,613 
+ 253,084 


+ 162,095 
+ 228,635 


tFiscal year ends Dec. 31. 


Stock outstanding 
(in millions). 


Fiscal yr. 
to date. 
$29,962,847" 
7,911,169* 
21,249,246* 
7,742,060* 
2,437,024* 
35,169,012* 
3,057,706* 
10,675,976* 
8,325,420* 
1,713,360* 
27,080,291* 
2,984,428* 
22,213,169* 
19,549,124* 
1,438,497F 
3,690,560* 
2,234,448f 
11,660,612* 
5,352,289* 
12,089,762* 
26,024,554* 
2,011,930* 
8,755,955* 
3,090,470* 
236,720F 
4,332,2707 
10,459,769* 
def. 13,181f 
12,095,619* 
1,996,559T 
2,097,712* 
6,614,380* 
8,152,439* 
12,991,054* 
18,776,755* 
5,872,698t 
577,947t 
16,723,558* 
2,058,275* 
11,951,949* 
22,461,769" 
7,419,112¢ 
2,603,137* 
1,375,320f 
20,563,370* 
14,282,187* 


Change from 
last fise. yr. 
+ $3,555,250 
+534,523 
+-981,679 
+ 68,566 
+115,378 
+3,513,638 
—258,769 
+284,879 
—297,797 
—764,121 
+ 4,151,519 
+765,343 
+8,277,965 
+4,446,840 
+16,723 
+77,147 
+473,392 
+1,102,217 
+ 1,200,087 
+1,037,892 
+ 2,930,522 
—143,310 
+3,051,539 
+830,071 
—8,275 
+ 379,541 
+918,416 
22,330 
—1,145,591 None 
+38,543 None 
+1,055,678 5 
+ 1,642,870 12 
+2,595,521 13 
+3,390,534 None 
—1,138,366 Ist, 57; 2d, 240 
+ 1,060,352 None 
—57,914 Ist, 5; 2d, 11 
—315,764 None 
+372,198 None 
+ 1,632,843 22 
+ 2,989,226 None 
—86,685 None 
+736,611 12 
—811,924 27 
+4,760,664 Ist, 28; 2d, 42 
+1,631,125 49 


23 
Ist, 4; 2d, 15 
19 


Pref. 
114 


Ist, 8; 2d, 8 
None 
None 

49 
Ist, 46; 2d, 16 
209 N 
None 
None 
21 
11 
None 


None 


None 
16,031,689* 60 
3,060,299* None 
920,555* 10 
27,627 ,604* 99 
5,626,641* 39 


1,327,131* 10 
1,830,180* Ist, 4; 2d, 11 


—587,595 
—175,539 


tNet earnings are after deducting taxes. 


Com. 


31 
42 
30 
38 
112 
one 


149 
222 
14 
157 
58 
99 
248 
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THE MAGAZINE OF WALL STREET. 








The Investment Digest 





Hee items below are condensed from leading financial and investment publications 


and from official sources. 


Neither “The Magazine of Wall Street” nor the authori- 


ties quoted guarantee the information but it is from sources considered trustworthy. 
We endeavor to present in a few words the essential facts in regard to each company. 
For additional earnings, see also “Bargain Indicator” and “Monthly Net Earnings.” 


Allis-Chalmers Mfg—NEW COMPANY 
started May 15 with working capital probably 
exceeding $10,000,000, nearly half being in 
cash. Chicago properties were recently bid in 
by Reorganization Committee for $1,000,000. 
Final assessments on stock have now been 
paid, making total of $20 on pref. and $10 on 
common. Management does not expect tariff 
changes will harm Co. severely. 


American Agricultural Chemical.—FER- 
TILIZER SALES.—Substantial increase over 
1912 and net profits better. During yr. 
ended June, 1912, consumption in 9 Southern 
states decreased 12%; 2 Southern states up to 
March 31 this yr. show increases of 7% and 
8%. It is believed that the South as a whole 
will make up all the decrease shown in 1912. 
Prices will average between $1 and $2 a ton 
higher than last yr. A profit of $2 per ton 
would add $600,000 to Co.’s 1913 balance, equal 
to 3% on com. stock. There is, however, $6,- 
000,000 more pref. stock outstanding than in 
1912 but this fisc. yr. will probably show 8% 
or more on com., thus insuring present 4% 
div. Co. has had 3 fires recently but fertilizer 
production was not impaired, and property 
loss of $200,000 was covered by insurance. 


American Beet Sugar—SUGAR CONDI- 
TIONS.—Recent report by U. S. Sec. of Com- 
- merce gives following interesting points: U. S. 
is largest sugar consuming country in the 
world, using % of world’s production. Per 
capita consumption of U. S. in 1910 was 79.9 
Ibs., exceeded only by United Kingdom with 

5 Ibs., due to large amounts used there in 
canning and preserving for export. In 1910 
over half of world’s sugar production came 
from the beet. Europe produced 90% and 
U. S. 9% of world’s beet sugar. Highest Eu- 
ropean production was in Denmark, 12.9 tons 
of beets per acre, and lowest in Russia, 5.5 
tons. In U. S. highest production was in 
Utah, 14.5 tons, and lowest in Michigan 7.3 
tons.—President Duval says in annual report, 
“It is apparent that operations of Co. so far 
as controllable by management have been suc- 
cessful. Failure to reap a larger reward is due 
to worldwide conditions affecting all sugar 
manufacturers. Co. produced during yr. 1,- 
659,143 bags, increase of 96,194 bags over last 
yr.; unsold March 31, 523,283 bags against 
134,265 bags last yr. Cost of entire product 


increased but 9c. a bag. 


American Can.—C URRENT PROS- 
PECTS.—Co. has advantage over independ- 


ents in wide distribution of its factories, per- 
mitting reduced freight rates in shipments of 
goods. Consumers in St. Paul, Kansas City, 
St. Louis, New Orleans, Maine, or on the 
Pacific Coast can get cans from local factories 
of this company. We have 4 plants in Canada, 
2 in Vancouver supplying the salmon trade 
there and in Alaska, and one plant in the Ha- 
waiian Islands to supply cans for pineapple 
trade. Co. does about 40% of U. S. can busi- 
ness but has keen competition in a number of 
lines. No difficulty in getting labor, as few 
skilled men are employed. Earnings for 1913 
are estimated at $8,000,000. Allowing for 7% 
on pref. and 9% back divs. on pref., there 
would remain balance of nearly 2%4% on com. 
stock. 

American Car & Foundry.—ORDERS.— 
Official says that Co. has orders ahead at pres- 
ent capacity for 5 mths. During 5 yrs. num- 
ber of new cars built has averaged only 1% 
more than number of cars which have gone to 
scrap. Railroads have simply been replacing 
old equipment and as soon as they are able to 
raise funds for new cars, large business is in 
prospect for equipment Cos. 

American Cotton Oil—PROSPECTS.— 
Fisc. yr. ending Aug. 31 will show good re- 
sults. Policy of directors is to turn back earn- 
ings into the property for a time. Cotton oil 
business is one of many ups and downs, but 
if the current fisc. yr. is equal to last, it will 
probably be a question of only a short time 
before com. divs. are resumed. However, pay- 
ments on this issue have been very irregular 
in the past. Co. is favored this yr. by large 
1912 cotton crop, and good prices for cotton 
oil products, owing to high price of lard. 

American Hide & Leather —DEFICIT 
FIRST QUARTER.—Net earnings first quar- 
ter of 1913 were $45,000 against $179,000 in 
1912, resulting in deficit after charges of $120,- 
000, against surplus last yr. of $14,000. For 9 
mths. ended March, however, net showed in- 
crease of $190,000. 

American Ice—CURRENT BUSINESS. 
—Far ahead of last yr. Sales for 6 mths. show 
gain of $250,000 and 2d half of fisc. yr. is 
expected to show still better results. 


American Light & Traction —ANNUAL 
REPORT.—For yr. ended March 31, surplus 
was at the rate of 25.9% on com. stock. In- 
crease in net earnings over preceding yr. was 
5.16%, and over 12 mths. ended March, 1910, 


20.14%. 
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American Linseed Co.—HIGHER 
PRICES.—Advance of Ic. per gal. on linseed 
oil is due to increased demand for spring 
painting. Even at the present price of 50c. oil 
is much lower than last yr., 75c., or in 1911, 
92c. Lower quotations are due to good crop 
of flaxseed last yr. 


American Locomotive.— CURRENT 
BUSINESS.—Co.’s plant operated at 90% of 
capacity during 3rd quarter of fisc. yr., and 
about $10,000,000 of orders were left on the 
books at the end of the period, or enough to 
last until end of July. Profits fisc. yr. ending 
next June will leave an ample balance for 
com. stock, but about $2,000,000 will have to 
be reserved for notes falling due Oct., 1913. 


American Public Utilities -EARNINGS. 
—For 6 mths. ended March 31, gross earnings 
increased 13.5% over 1912; operating expenses 
increased 11.3%; and net earnings increased 
15.9%. 


American Radiator—ASSETS.—Jan. 31 
total assets were $16,564,000 against $15,- 
485°000 previous yr.; cash on hand $2,563,000 
against $1,607,000; surplus now $6,226,000. 


American Railways.—FLOOD LOSSES. 
—Current earnings are affected by loss of 
traffic in Dayton. Co. has not yet resumed 
operations there. The Dayton property has 
31 miles of track. “Property loss has been 
small, but loss of earnings will be of consid- 
erable importance. 


American Smelting & Refining —PLANT 
CLOSED.—Blast furnaces at Perth Amboy 
have shut down temporarily. About 200 men 
were employed. Director says “There is no 
strike at the plant, but some rumbling of dis- 
satisfaction was heard among the men and 
we anticipated trouble by closing down the 
department.” 


American Steel Foundries.—Q U A R- 
TERLY REPORT.—3 mths. ended March 31, 
net profits for divs. were $386,872, against 
$353,491 in preceding quarter and $9,327 in 
corresponding mths. of 1912. Net profits for 
quarter were 2.1% on stock, or at annual rate 
of 8.4%. Plants have been running near full 
capacity and Co. still has several mths, busi- 
ness on its books. Sharon plant, idle for 2 
yrs., has resumed operations, employing be- 
tween 500 and 600 men. Resumption was de- 
layed because of floods. 


American Strawboard—BOND PLAN.— 
Co. will issue $1,000,000 6% 25 yr. debenture 
bonds and reduce cap. stock from $6,000,000 
to $3,000,000. Stock holders can subscribe to 
new bonds on 7% basis at special meeting 
May 22. In 6 mths. new management has 
earned $10,000 net, increased production 25%, 
and increased average price of product $4.30 
per ton. To cover floating debts, $500,000 was 
borrowed several mths. ago, and current bond 
issue is to pay this loan and raise additional 
working capital. Co. owns 13 mills, of which 
8 are in operation. Strawboard business has 
trebled in 10 yrs. and parcels post has now 
further increased the demand. 
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American Telephone & Telegraph. — 
QUARTERLY REPORT.—Three mths. 
ended March 31, total income increased 
$892,000 over corresponding sSofGooe of prev. 
yr.; bal. for divs. incr. div. pay- 
ments were $6,781,000 against $6,206,000 last 
yr.—Rumors of investigation by U. S. Depart- 
ment of Justice are without foundation. Co. 
has large surplus on hand. Break in stock 
appears to be in sympathy with rest of mar- 
ket. 


American Tobacco.— DISSOLUTION 
SUIT.—Attorney-General says government 
cannot reopen suit against American Tobacco, 
as dissolution has been ratified and case is 
closed. 


American Sugar Refining —EFFECT OF 
BEET SUGAR SITUATION.—No reason 
why Co. should not equal or exceed 1912 earn- 
ings this yr. Surprise is expressed that total 
investment in bonds and stocks last Dec. 
should have been $23,433,000 against $21,- 
986,000 previous yr., in view of sale of beet 
sugar stocks during 1912. Explanation is that 
surplus cash towards end of 1912 was invested 
in high grade bonds, so that Co. is now 
carrying bonds in treasury which yield income 
equal to about 1% on com. stock. Normal 
cash bal. is about $20,000,000, but 1912 total 
climbed much above this figure.—Michigan 
Beet Sugar Co., of which American Sugar 
owns nearly 40%, passed its com. div. recently. 
American Sugar’s loss from this source will 


be less than $150,000. 


American Woolen.— TARIFF PROS- 
PECTS.—New bill provides free raw wool 
and 35% protection for goods, against 20% on 
raw wool and 30 to 35% on goods in the 
Underwood Bill. With the advantage of free 
wool, net protection under the new tariff 
would be about 40%, or an increase of 74% 
over the average under the Underwood Bill. 
But leading manufacturers say that 50% pro- 
tection is needed, and would just give New 
England a fair show with Europe-—The 
American Woolen large mills are on reduced 
schedule, and it is possible that Co. would close 
some of the small plants except for depreci- 
ation and other expenses incidental to idle 
machinery. Prime cause of present halt in 
orders is prolonged garment workers’ strike 
in New York and Boston, leading to heavy 
cancellations. Directors meet for div. action 
in June and regular pref. div. will undoubt- 
edly be paid. In only one year has Co. failed 
to earn this div., and in time of need can 
fall back on its large surplus. 


Atchison, Topeka & Santa Fe.— BOND 
CONVERSION.—Heavy conversions of the 
5% debentures are being made and will con- 
tinue until June 1, when the privilege ceases. 
Originally there were $26,056,000, and about 
half have now been converted. Almost $44,- 
000,000 of the 4s of 1960 are outstanding, but 
with the stock at par or less, conversion of 
this issue will not be large. The privilege 
runs until June, 1923, unless-bonds are called 
sooner. The debenture 5s of 1917 are selling 
on an investment basis as non-convertible 
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bonds, so that passing of convertible right 
June 1 should not affect their market price. 
—Atchison is approaching 11,000 mileage, hav- 
ing added 144 miles in last 9 mths. Gross 
earnings per mile so far this fisc. yr. have in- 
creased $718, net after taxes $271, and ex- 
penses $421. If present business is main- 
tained, fisc. yr. should show a new record for 
surplus over charges. Best previous record 
was 9.3% on com. in 1911. 


Atlantic, Gulf & West Indies —ANNUAL 
REPORT.—For 1912 gross earnings increased 
$1,274,000 over 1911; net decreased $152,000, 
and surplus after interest and depreciation 
gained $124,000. 


Automobile Industry.— NEW CARS.— 
Some manufacturers plan to build substantial 
cars of runabout type, to sell at $300. One 
plant expects an output of 300,000 cars in 
1914. To turn out this number it must oper- 
ate 21 hours daily, and would require 1,200,000 
tires, or enough to keep a large tire plant in 
constant operation. Much of the capital now 
invested in auto. plants has been created by 
the business, and it does not represent large 
original investments. 


Baldwin Locomotive—NEW PLANT.— 
Co. will soon let contract for construction of 
3 miles of track at projected Chicago plant. 
This plant will cost $5,000,000, and employ 
5,000 men. Co. owns 370 acres in east Chi- 
cago on which plant will be erected. 


Baltimore & Ohio.—EXTRAORDINARY 
LOSSES.—Total flood losses will be $2,500,- 
000, or $3,000,000, and several mths. must 
elapse before damage can be fully repaired. 
For 4 or 5 days traffic was almost entirely 
suspended, and it was 3 weeks before move- 
ment was back to normal.—B. & O. will ul- 
timately be saddled with payment for con- 
trolling interest in both Cin., Hamilton & Day- 
ton and the Pere Marquette. 
has option of either paying $165 per share for 
C. H. & D., or leaving the price to be deter- 
mined by arbitration. Since B. & O. assumed 
control in 1909, C. H. & D. has not earned 
fixed charges in a single yr. B. & O. is also 
obliged eit ae to oe at $85, or to guar- 
antee $20,000 H. & D. bonds due 1939. 
Similarly B. '& fo ‘will take over controlling 
stock in Pere Marquette at a price not less 
than $23 a share and not more than par, exact 
price to be settled by arbitration. 


Bethlehem Steel—INVESTMENTS IN 
SHIP BUILDING.—Co. now controls 4 ship 
building Cos., including the Fore River just 
parchased ; Union Iron Works, San Francisco; 
Samuel M. Moore & Sons, Elizabeth, N. J.; 
and Harlan & Hollingsworth Corp., Wilming- 
ton, Del. This will enable Co. to make a 
market for considerable armor plate ordnance, 
ship plate, steel shapes, etc. Mammoth new 
dry dock will be erected at Fore River prop- 
erty. Fore River has been unable to succeed 
as an independent mfg. proposition, but will be 
value as a cog in the wheel of the Bethlehem 
system.—Pres. Schwab says, “Steel industry 
in the East will be hard hit by new tariff, but 
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enterprise and resourcefulness of the country 
justify expectations of continued prosperity. 
I have been quoted as saying I would go out 
of the steel business. I did not make any 
such statement and am not going to quit.” 


Boston & Maine. — DEFICIT.— For 9 
mths. ended March Co. failed to earn its fixed 
charges by $136,000. Gross business has 
slowed down in recent months while expenses 
are running at top notch. Issue of $12,000,000 
oa falls due June 10, and must be provided 
or. 


Brooklyn Rapid Transit—EARNINGS.— 
For yr. ending June next div. bal. will be be- 
tween 9% and 914% on stock against 82% 
in 1912. Gain in gross has been at the rate 
of about $1,000,000 for the yr—Holders of 
$50,000,000 convertible 4s had converted ‘their 
bonds into stock to the amount of $2,130,000 
up to April 11. This will of course increase 
the amount of com. stock outstanding, and 
therefore div. requirements. 


Brooklyn Union Gas—ANNUAL RE- 
PORT.—Co. earned 9.19% on $18,000,000 sto¢k 
in 1912. Increased cost of manufacture, trans- 
mission and distribution resulted in smallest 
balance since 1909. Earnings were 9.95% in 
1911, 9.88% in 1910, 841% in 1909, 5% in 
1908. During 1912 sales of gas increased 5% 
but taxes and other expenses showed a consid- 
erable increase. 


California Petroleum. — EARNINGS. — 
For first quarter of 1913 net earnings were 
$550,000, requirements for div. $401,000, leav- 
ing surplus of $148,000. This is at the rate 
of about 1134% on com. stock. At present 
prices the com. stock, paying 5% divs., yields 
nearly 12% on price. 


Canadian Allis-Chalmers.— NEW COM- 
PANY was incorporated at Ottawa with cap- 
ital of $500,000, and head offices at Toronto. 
It is authorized to take over the business of 
Allis-Chalmers Bullock Company of Montreal. 


Central Leather. — EARNINGS. — First 
quarter of 1913 made a fair comparison with 
1912. As Co. is a sole-leather tanner it will 
perhaps not feel tariff revision with the same 
force as upper leather producers. Principal 
effect of free leather will reach Co. through 
the shoe industry. Unreasonable revision 
would compel Co. to create international mar- 
kets to cut down its basis of production. Sur- 
plus after div. payable April 1, was $703,000 
against $470,000 in 1912, and was equal to 
18% for the quarter on com. stock outstand- 
ing. Last yr.’s profits were abnormal and 1913 
will not equal them. 


Chalmers Motor.— PROFITS.— For 9 
mths. ended March 31 net bal. for divs. was 
$1,108,421 against $796,000 for same period of 
prev .yr.—increase of about 39%%. Net quick 
assets Feb. 28, last, were $316 per share on the 
pref. stock. Total net tangible assets (exclud- 
ing good will, patents, etc. ) were $460 on pref. 
stock. - The full yr.’s 7% div. on pref. was 
earned in the mo. of March alone, with $35,000 
to spare. (See Auto Industry.) 




















Chesapeake & Ohio.—FINANCING.—It 
has been reported that Co. would soon sell 
bonds, owing to destruction of property by 
floods, and that the div. rate was seriously 
threatened. Chairman Trumbull, however, 
says, “The board sees no reason to reduce divs. 
Present outlook is excellent. No important 
financing is proposed at present, as $25,000,000 
notes now outstanding do not mature until 
June 1, 1914. Physical damage to C. & O. by 
floods is estimated at not over $300,000, which 
will be expended gradually.” 

Chicago, Burlington & Quincy.—PROG- 
RESS.—Hill methods have made Burlington 
one of the most efficient transportation com- 
panies in the country. Comparison with 1901, 
when Hill interests acquired control, shows 
that ton-mileage of freight has almost doubled 
while train mileage has actually decreased over 
8%—a remarkable showing. 


Chicago Great Western. — LARGE 
GROSS EARNINGS are attracting attention 
as showing what the road can do under nor- 
mal conditions. For 9 mths. of fisc. yr. gross 
increased over $900,000 and surplus applicable 
to pref. stock was almost 3%. Since reorgani- 
zation in 1909 over $14,000,000 has been spent 
on the property which is now reflected in 
gratifying results of operations. 


Chicago, Milwaukee & St. Paul—DIVI- 
DENDS.—Present indications point to con- 
tinuance of 5% rate on com. stock. In 9 mths. 
ended March 31 Co. earned about 7.5% on 
com. after charges and pref. divs. This equals 
annual rate of 10%, but business is lighter in 
the spring than in the fall and it is the in- 
tention to do as much maintenance work as 
possible. The road has not been as liberal in 
maintenance of way as No. Pacific. For 9 
mths. St. Paul’s maintenance was $775 a mile 
against $1,090 for No. Pac. 


Chicago & Northwestern. — GOOD 
EARNINGS.—Co. earned the 7% div. in first 
8% mths. of fisc. yr. and balance for com. in 
full fisc. yr. will apparently be about 11%. 
Operating ratio first 8 mths. was only 72.7, 
against 76.8 in 1912. Favorable conditions 
during the winter were largely responsible for 
this improvement. 

Chicago Pneumatic Tool—ORDERS. 
—Earnings first quarter of 1913 were 
largely in excess of 1912 and orders ahead will 
keep plants running at capacity for several 
mths. Co. plans to construct Canadian plant 
and to increase output materially this year. 
(Controlled by Bethlehem Steel.) 

ay o Railway —PROTECTIVE COM- 
MITTEE.—Gist of stockholders’ complaint 
against Blair control and management is ex- 
travagance. Committee claims to have 50,000 
proxies and expects to receive the necessary 
57,000 additional proxies for control. Chair- 
man Blair sold $41,555,000 bonds at a discount 
of $3,486,000 and the opposition wants to know 
why such good bonds should go for an aver- 
age of 91%. Mr. Blair’s list of cash items 
includes $3,828,000 “Cash-general Funds,” and 
committee wants to know where this money is. 
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Committee also objects to fees for trusteeship, 


registration, transfer, etc., which absorbed 
$83,000 out of $369,000 paid in divs. on series 
No. 1 certificates. 


Colorado Fuel and Iron.—LOSS OF 
COAL LANDS.—About 3,500 acres of coal 
lands in Southern Colo., valued at $1,000,000, 
have been surrendered to U. S. Gov. by Co. 
in consideration of dismissal of suit involving 
5,800 acres. Suit was instituted to cancel cer- 
tain patents to land alleged to have been ob- 
tained through fraudulent representations. 


Consolidated Gas. — EARNINGS. — Ac- 
cording to figures of Public Service Commis- 
sion, Co. earned 17% on its $100,000,000 stock 
in 1912, against 16.7% in 1911 and 15.8% in 
1910. These earnings represent the combined 
balance of Consolidated Gas, New York Edi- 
son, and all other sub-Cos. The Electric Cos. 
earned $23,300,000 and Gas Cos. $26,700,000. 
The Elec. Cos. saved $9,550,000 for divs. and 
Gas Cos. saved about $7,500,000. Above earn- 
ings do not cover renewal and contingency 
reserves, after which earnings of about 11% 
were shown in 1912. 


Crex Carpet—NEW PLANT.—Co. will 
build a new plant near Minneapolis occupying 
about 17% acres, and employing 1,200 persons. 
Co. has secured 15,000 acres of new grass land 
in Wis. 

Delaware & Hudson—NEW BONDS.— 
Co. is expected soon to offer $6,000,000 or $7,- 
000,000 bonds. New issue within a few mths. 
is necessitated by floating debt of $3,500,000 
and contemplated improvements to roadbed 
and equipment.—Successors to Henry D. 
Rockwell have brought suit to recover $3,341,- 
000 of proceeds from operations of coal lands 
formerly owned by Rockwell. Counsel for Co. 
says this represents difference between what 
Co. paid on agreement to Rockwell and what 
might have been paid had owners received a 
higher price per ton, and that owner accepted 
agreement and signed release for all money 
paid. 

Denver & Rio Grande —IMPROVED 
EARNINGS.—The large increase in net in- 
come this fisc. yr. shows that Co. would not 
have been compelled to discontinue divs. on 
the pref., were it not that the road still has 
to take care of a part of Western Pac. fixed 
charges. This year D. & R. G. will probably 
have to furnish nearly % of West. Pac. fixed 
charges, as well as $700,000 additional interest 
on its adj. income 7% bonds. 


Detroit United. — EARNINGS. — First 2 
mths. of 1913 showed gain of $300,000 in gross 
and $67,000 in surplus. On this basis Co. 
should earn nearly 13% on stock this yr., but 
the winter months cannot be accepted as a 
sample of the entire yr. 


Emerson-Brantingham.—DECLINE OF 
STOCK.—Official interests say they know of 
no special development to warrant decline. 
They anticipate gross earnings for yr. ending 
Aug. 1, 1913, of about $12,000,000, against less 
than $10,000,000 in 1912. 
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Erie. — HEAVY TRAFFIC. — Business 
keeps up to record proportions and 1913 will 
set a new mark for both gross and net. The 
increase may amount to $4,500,000. Recent 
floods in Ohio set the Co. back about $600,000. 
For 9 mths. ended March 31, gross was 8% 
better than prev. yr., net after expenses and 
taxes gained 9.4%. Other income last yr. in- 
cluded $1,613,000 from sub-Cos. This yr. this 
amount will probably be about $6,000,000, but 
fixed charges this year will be $1,000,000 
larger. Yr.’s_ surplus should be around 
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Federal Mining & Smelting. —STATE- 
MENT TO STOCK EXCHANGE.—Sydney 
Norman, representing minority interest, stated 
to Stock Exchange Committee: “Title to 
Rockefeller holdings of Federal stock was 
transferred to Guggenheim interests and from 
them to American Smelters Securities in 1905. 
This gave the Securities Co. a majority of 
Federal: stock. From that time the Guggen- 
heim interests have retained control and have 
used it to force through the contract between 
American Smelting and the Federal Co., which 
minority stockholders have brought suit to 
annul on the ground that it was fraudulent.” 


Ford Motor.—BIG BUSINESS.—Great- 
est in history of industry has been established 
last 6 mths. by this Co. Gross business of 
$47,000,000, sales of 78,462 cars, or 3,000 more 
than were sold in the whole of prev. yr. (See 
Auto. Industry.) 


Great Northern. — EARNINGS. — With 
ordinary business last 4 mths. of fisc. yr. Co. 
will earn 12.5% on stock for full yr., against 
10.3% last yr. Equipment orders this yr. in- 
clude 5,000 box cars, 3,500 refrigerator, flat 
and miscellaneous cars and 60 locomotives. 
Co. will spend $1,250,000 for snow-sheds in the 
Rockies this yr. Not impossible that within 
a few yrs. Co.’s lines through Washington will 
be electrified. At present about 10,000 H. P. is 
being used through the Cascade tunnel. 


Great Northern-Ore.—DEVELOPMENT 
WORK.—Co. intends to embark extensively 
in the mining business and to offer ore in the 
open market. New bodies of ore are being 
opened up preparatory to expiration of Steel 
Co.’s lease. Estimated that there are 500,000,- 
000 tons in Gt. Nor. Ore lands. In 1912 and 
1911 divs. totaled $1,500,000—5S0c. each year. 
It is likely that any declaration this yr. will 
be small, following the same policy of con- 
servatism. 

General Electric—HEAVY BUSINESS. 
—Co. is taking orders 40% in excess of pro- 
ductive capacity. Management is prepared for 
marked recession in sales during last 6 mths. 
of the yr. Now booked ahead 4 to 6 mths. 
Tariff revision will not affect the electrical 
Cos. seriously outside of electric lamps.—It is 
interesting to learn that Co. received about 
9554 for the $10,000,000 5% debentures sold 
last fall to a Morgan syndicate, which the 
public took at 99% and which have since ruled 
3 or 4 points above par. —Working capital Jan- 
uary 1 was $74,641,000; inventories were $37,- 


» pacity and close to 


242,000, or $11,000,000 over 1911. Cash on 
hand was $13,507,000, or about $4,500,000 less 
than preceding yr., but notes and accounts 
receivable totaled $26,950,000, against $19,084,- 
000 the yr. before. 


General Motor.—PROSPERITY.—Co. is 
experiencing best yr. of its history. It is dis- 
counting all bills to take advantage of lowest 
cash prices for material, being in strong po- 
sition, with over $6,500,000 cash in bank. Re- 
ceipts so far 50% ahead of last yr. Yr. end- 
ing July 31 should show increase of about 
30% in volume of sales, making total 
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Illinois Central. — EARNINGS. — Altho 
many investors fear that 7% div. will not be 
maintained, it is understood that present fisc. 
yr. will show full div. requirements covered 
if current profits are maintained. Co. has an 
unbroken 7% record since 1904. Even if pres- 
ent earnings are not fully maintained it is 
believed directors would pay div. partly out 
of surplus rather than cut the rate. The road 
is being put in shape to benefit from the great 
increase in traffic which will come from open- 
ing of Panama canal. 


Interborough - Metropolitan. — PROS- 
PECTS.—For fisc. yr. ending June next it is 
believed that N. Y. Railways Co. will earn 
the full 5% interest on its $30,629,000 income 
bonds, and better results will be obtained next 
yr. N. Y. Rys. makes an arbitrary charge 
against operation of 20% of gross for main- 
tenance and depreciation, with result that 
equipment reserve of nearly $700,000 has been 
built up.—Interborough Rapid Transit de- 
clared extra div. of 2% payable May 15. In 
9 mths. ended March this Co. earned 13.6% 
on its stock. Full yr. will show about 20%. 
This 2% div. means $678,000 to Inter.-Met. 
which owns $34,000,000 out of Rap. Trans. Co.’s 
$35,000,000 stock. It is figured that so-called 
equity of Inter.-Met. in surplus earnings of 
—— Tran. is equal to 5% on Inter.-Met. 
pref. 


Intercontinental Rubber.—M E XI CAN 
SITUATION.—Stated that operations in 
Mexico have been resumed at- 50% of ca- 
600,000 Ibs. will be 
shipped to N. Y. this mth. 


International Agricultural—DIVIDEND 
PASSED.—Officers of Co. announce that pref. 
div. will be passed because it has not been 
earned. Estimated profits for yr. ending June 
next are $1,200,000, a decline of 40% from 
$2,031,000 for the 1912 yr.; 1911 showed bal- 
ance of $2,015,000. It is understood, however, 
that in 1912 actual net from fertilizer opera- 
tions alone was only about $50,000. The re- 
mainder of the div. balance came from sale 
of half interest in the Sollstedt potash mines 
in Germany. This year without any such ex- 
tra profit Co. has made a poor showing. 


International Harvester.— PROFITS. — 
Annual report will show about $17,250,000 net, 
a new high record, and surplus for year of 
$8,750,000. 
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International Salt—ANNUAL REPORT. 
—yYr. ended Feb. 28 showed net profits $297,- 
000, against $108,000 prev. yr. Stockholders 
ratified the proposition to reduce cap. stock 
from $18,231,000 outstanding to $6,077,000, ex- 
clusive of $1,604,000 held in treasury which 
will be cancelled. Prospect of putting salt on 
the free list may cause some readjustments. 


International Smelting. — INCREASED 
OPERATIONS.—Eight furnaces have been 
blown in at the Tooele Smelter, 4 for treat- 
ment of copper ore and 4 for lead. The cop- 
per furnaces have individual capacity of 250 
tons daily. 


International Steam Pump.—DIVIDEND 
PASSED.—First mortg. bonds have declined 
nearly 30 points from high of the yr., owing 
to pref. divs. being passed for first time since 
organization in 1899. Co.’s statement says: 

“Temporary conditions due to unusual com- 
petition impaired earnings, but Co. kept its 
organization and plant up to standard and 
maintained volume of business. Present earn- 
ings are well in excess of fixed charges and 
divs. on pref. stocks of sub.-Cos. Important 
economies recently have saved $150,000 per 
year.” For 6 mths. to March 31 net earnings 
were about $600,000, equal to interest on first 
mortg. bonds and half of sinking funds 
requirements. 


Kansas, Mexico & Orient.—REORGANI- 
ZATION.—No plan yet formulated, but it is 
understood that $10,000,000 or $12,000,000 will 
have to be raised. Most of original funds were 
obtained in England but bankers doubt 
whether foreigners would now be willing to 
supply the additional money required to put 
the property on its feet. 


Lackawanna Steel. —QUARTERLY 
STATEMENT.—For 3 mths. ended March 31 
total income was $1,603,000, against $312,000 
prev. yr. Unfilled orders March 31, 623,000 
tons, against 626,000 tons December 31 and 
401,000 tons March 31, 1912. Earnings for the 
quarter were at rate of over 11% on com. 
stock, and stockholders are expecting declara- 
tion of 1% div. quarterly at an early date. 


Laclede Gas —FIRST QUARTER made 
good showing with gain in gross business of 
3.4%. Balance for divs. on com. incr. about 
4% and further gains are expected this yr. 
First quarter’s earnings were 2.5% on com. 
against div. requirement of 14%. 


Lehigh Valley —INCOME.—For 8 mths. 
ended March 31 freight revenue increased $2,- 
727,000 over preceding yr.; operating expenses 
increased $2,023,000; total net gained $1,004,- 
000; and operating income $903,000. 


Loose-Wiles Biscuit—GROSS EARN- 
INGS.—Running ahead of 1912. Probably 
over $14,000,000 against $13,500,000 in 1912. 
Gain would be larger, but capacity of plants is 
limited. Co. has increased the package goods 
end of its business until more than 50% of 
sales are of this character. No div. expected 
on com. until N. Y. factory is finished and 
in operation. Cash position is strong, with 
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about $1,250,000 loaned out on approved col- 
lateral in N. Y. 


Louisville & Nashville—POSITION OF 
COMPANY .—Since close of last fisc. yr. Co. 
has increased stock outstanding by $12,000,000 
and has added somewhat to funded debt, but 
capitalization is still reasonable. For 14 yrs. 
prev. to June, 1907, Co. charged about total 
of $21,022,000 additions and improvements di- 
rect to income. Since 1907, such appropri- 
ations have been charged to a separate ac- 
count and have amounted to $2,281,000. Main- 
tenance has been very liberal—32.2% of gross 
in 1912, 33.4% in 1911, and 308% in 1910. 
Gross earnings per mile have increased about 
16% within ten yrs., and last year fixed 
charges consumed only 40.5% of net. In 10 
yrs. 1903-1912 Co. earned 124.8% on capital 
stock and total of 63% was paid out in divs. 
In none of the 10 yrs. have earnings fallen 
below 10% on stock, except 1908, when 7.4% 
was shown. Present indications are that road 
will earn about 14% on increased cap. this 
year. 


Massachusetts Gas—NET EARNINGS 
have increased steadily for 14 consecutive 
mths. An increase in com. div. to 5% basis 
is hoped for. 


Massachusetts Electric—FINANCING.— 
Sale of $3,100,000 5% 2-yr. notes completes 
financing for 1913. They were taken by syn- 
dicate and offered to public to yield 534%. 
This new issue is for only $3,100,000, whereas 
the maturing issue was for $3,700,000, reducing 
note capitalization 16%. 


Maxwell Motor—NEW CAR.—Co. is 
bringing out a new low priced car, 25 H. P., 
4 cylinder, 5 passenger touring, to sell for 
$725. Another good seller will be 35 H. P. 5 
passenger touring, listed at $1,085. Officials 
say that when price is dropped from $1,000 
to $725 demand is multiplied by at least 10. 
Co. is also turning models selling for $2,350 
and $5,000. (See Auto. Industry.) 


Mexican Petroleum.—ANNUAL_ RE- 
PORT.—Net profit last yr. was $3,076,000, 
sufficient to pay 8% on pref. stock and 6% on 
com., leaving $197,000 for surplus. Oil on 
hand at end of last yr. was 6,278,000 barrels, 
valued at $1,695,000. Gross earnings for 1913 
are estimated at over $8,000,000, and net is 
expected to exceed $5,000,000, which would 
equal 8% on pref. and 12% on com. Surplus 
is figured at $4,720,000, but oil stocks on hand 
were appraised at nearly $2,500,000 less than 
present market value. Amount af oil on hand 
was increased by 983,000 barrels during 1912. 
Sales last quarter of 1912 increased more than 
25% over prev. yr. 


Minneapolis & St. Louis —FINE GAIN 
IN NET.—Since Newman Erb became presi- 
dent gratifying progress has been shown. In 
9 mths, ended March 31, gross increased 29% ; 
8 mths. surplus after charges equalled 7.6% 
on pref. stock against a deficit last yr. Road 
is an important grain carrier to Minneapolis 
and big 1912 crop contributed materially to the 
improvement. For the present, policy of man- 
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agement is to put all surplus earnings back 
into the property. 


Missouri, Kansas & Texas. — LEGAL 
DIFFICULTIES.—Suit filed by state to en- 
join Co. from taking over Texas Central and 
other lines embraced in merger bill passed by 
the legislature will be made a test case and 
decision of court will determine action with 
reference to similar suits against Atchison and 
St. Louis So. Western. Point involved is that 
ownership and control by an outside corpo- 
ration violates constitution and laws of the 
state. If this contention is upheld it will 
mean important changes in Texas Rys. 


Missouri Pacific—-GOOD EARNINGS.— 
Officials expect this fisc. yr. to set a new 
record. Gross to May 1 was over $6,000,000 
ahead of 1912, with gain in surplus of over 
$3,000,000. Floods did not cause any large 
property loss and outlook is excellent for 
heavy movement during remainder of yr. 
About 40% of wheat and 50% of corn re- 
main in farmers’ hands, and most of it will 
be moved before new crops are harvested, in- 
suring fair business. 


Moffat Road. — PUBLIC SALE. — Prop- 
erty and assets of the Denver, Northwestern 
and Pac. have been sold to the Noteholder’s 
Committee for the — price of $3,000,000. 
Denver & Salt Lake , the successor cor- 
poration, assumed control ‘on May 1. 


National Biscuit—EARNINGS are run- 
ning about 11% on com. stock after 7% pref. 
divs. For quarter ended April 30, it is be- 
lieved a still higher rate will be shown. 


National Lead.—EFFECT OF TARIFF. 
—Belief has been expressed that reductions 
called for in proposed tariff bill would make 
it difficult for Co. to pay com. divs., but offi- 
cers apparently feel no concern over this 
point. Co. now really controls white lead 
business in U. S., and probability is that 3% 
div. will be maintained under new tariff. 


New England Telephone.— A NNUAL 
REPORT.—Feature is increase of $1,620,000 
in gross earnings, but incr. of $550,000 in ex- 
penses and $750,000 in maintenance and de- 
preciation reduced the gain in net to $300,000, 
and additional interest charges reduced in- 
crease in div. surplus to $120,000. Surplus 
~ nage 7%4% on stock outstanding at end 
of yr. 


New York Air Brake—GOOD BUSI- 
NESS.—An order for brakes for 10,000 cars 
was recently placed for delivery in August or 
Sept. Business and earnings of Co. promise 
to be satisfactory for some time to come. 


New York Central.—FINANCING.—Co. 
is believed to have finished its 1913 financing, 
$46,000,000 securities having been sold this yr. 
Of these $32,000,000 have been one-yr. notes, 
$12,540,000 equipment trusts, and $2,015,000 
Boston & Albany bonds. Still pending issue 
of $3,627,000 B. & A. bonds for refunding. 
N. Y. Central is committed to project of com- 
bining sub-Cos. into itself and under these 


‘FIRST QUARTER.—For 
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conditions long term bonds are not thought 
wise. 

New York, New Haven & Hartford. — 
3 mths. ended 
March 31, operating revenue increased $666,- 
000 over 1912, but expenses increased $2,- 
002,000. Net corporate income showed a de- 
ficit of $1,102,000 against a surplus of $836,000 
for same quarter of 1912, decrease of $1,939,000. 
Dividend reduction from 8% on common stock 
to 6% caused no surprise. 


Nickel Plate (N. Y., Chicago & St. L.).— 
ANNUAL REPORT.—For yr. 1912 gross 
earnings increased $968,000, operating expenses 
increased $678,000, and net earnings gained 
$289,000. After pref. divs. and sinking fund 
appropriations, balance equalled 6.3% on com. 
stock — 5.7% prev. yr. (Controlled by 
N. Y. Cent.) 


Norfolk & Western.—EARNINGS.—For 
9 mths. ended March, total operating revenues 
increased $3,698,000 over prev. yr.; operating 
expenses increased $2,066,000, and net income 
increased 84,000. Regular » ~ Named div. 
of 14% on com. payable June 1 


Northern Pacific. — GOOD iit 
—For 9 mths. gross earnings increased 16% 
and net gained 15%. About $2,359,000 more 
has been spent on maintenance this year than 
last. Construction of Puget Sound extension 
of St. Paul took about $10,000,000 of business 
from Nor. Pac. in 1911, but in last 2 yrs. Co. 
has regained about % of the lost ground. 
Liberal maintenance will be continued during 
Spring. Outlook is for 85% on stock this 
fisc. yr. against about 8% last yr. 


Pacific Gas & Electric. — BONDS. — Co. 
has authorized $5,000,000 10-yr. 6% deben- 
tures, offered to stockholders at par, for con- 
struction work, etc. 


Pennsylvania Steel—DIVIDENDS.—Co. 
declared 14%% on pref. payable May 1, against 
34%4% paid in November. Quite possible that 
directors have not yet settled on fixed rate in 
view of present uncertainties in the steel 
business. 


Peoples Gas—NEW PLANT.—Co. has 
begun construction of world’s greatest gas 
plant between West 31st St. and the Drainage 
Canal, estimated to cost $25,000,000. Main 
building will be 80 by 120 and plant will use 
over 600,000 tons of coal a yr. 

Pennsylvania. — FLOOD LOSSES. — 
President Rea estimates total flood loss of the 
system at $3,610,000. Annual report for 1912 
shows operating revenue increased 17.3% over 
1911, due to better business conditions. Freight 
revenue increased 19.6%; tons handled gained 
21.8%, and ton-mileage 239%. Expenses 
grew 20.8%, owing to increased traffic and 
damage by rains and floods. 

Pere Marquette. — REORGANIZATION 
PROSPECTS.—In 3 mos. road has _in- 
creased operating income $890,000 on a gain 
in revenues of $550,000, showing value of good 
management. Mr. Felton predicts a good 
basis for reorganization by June 30 
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Philadelphia Company.— MONOPOLY 
SECURED.—By purchase of Pittsburgh City 
Light & Power Co., Phila. Co. now controls 
entire lighting and power business of Pitts- 
burgh and Allegheny county without competi- 
tion. (Controlled by United Railways Invest- 
ment.) 


Reading. —GOVERNMENT SUIT.—At- 
torney-General McReynolds will file civil suit 
under both Sherman Law and Commodities 
Clause of Interstate Commerce Act, particular 
point of attack being acquisition of Central of 
N. J. by Reading Co.—Surplus for 9 mos. was 
largest in history, equaling 13.7% on com. 
stock after sinking fund appropriation and 
pref. divs. Fourth quarter will make earnings 
for yr. about 17% after additions and better- 
ments, against only 6.8% in 1912. 


Republic Iron & Steel.— IMPROV E- 
MENTS.—Strength of Co. is shown by retire- 
ment of $1,000,000 out of $3,000,000 outstand- 
ing notes. Not yet receiving the full benefit 
of improvements made in the last yr. Co. has 
opened a new iron mine in the Menominee 
Range, which promises to be a valuable as- 
set. Co. now has ore supply for more than 
27 yrs. 

Rock Island Lines. —-INCREASED 


MAINTENANCE.—Notwithstanding gain in 
net of $1,470,000 in 9 mos., after increasing 


maintenance by $2,150,000, Pres. Mudge says 
annual report will show earnings of only 5% 


for fisc. yr. Any excess will be used to in- 
crease maintenance and build up the property. 
Crop prospects good along the line. 


Rumely (M.).—PRESENT POSITION. 
—Co. is less than a yr. old. Originally issued 
$10,000,000 7% pref. and $12,000,000 com. Im- 
mediately thereafter $10,000,000 6% notes 
were issued to increase working capital, and 
both stocks declined sharply. The note issue 
increased interest charges by $600,000. Co. is 
said to have unduly increased its capacity in 
some Western plants and to have granted 
long-time credit to farmers. Earned over a 
little over 5% on com. last yr. and, with new 
note issue, will show small earnings this yr. 
However, business is well established, with 
good selling agencies, and has genuine possi- 
bilities. Its troubles are due to over-expan- 
sion and poor financing. Withdrawal of sup- 
port by banking interests has been a factor. 
All harvester companies sell their products on 
long credits, sometimes 2 or 3 yrs., which re- 
quires large working capital. 


Seaboard Air Line—IMPROVED MAN- 
AGEMENT.—Co. now has local management, 
something long needed. Monthly earnings 
and expenses reflect the improvement. About 
$1,100,000 of the 9 mos. gain of $1,219,000 was 
made in last 6 mos. under new management, 
and all the $663,000 gained in net, with an ad- 
ditional $98,000 to overcome prev. deficit. 


Sears, Roebuck. — ASSETS. — Balance 
sheet values real estate, good will, patents, 
ete., at $39,502,000. As ‘$10 000.000 would be 
liberal estimate for real estate, the “good will, 
patents, etc.,” are placed at about $29,500,000. 
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Deducting this from total assets of $65,883,- 
000 leaves actual assets estimated at $36,381,- 
000. Current liabilities were $5,824,000, leav- 
ing net assets behind cap. stock of $30,556,000. 
Taking out $8,000,000 pref. stock leaves $56.40 
per share behind the com. Hence price of 170 
includes $113 of “book- ‘>: value” or cap- 
italized earning power. to date, margin 
of profit has been excellent 11.9% in 1912— 
but big profits of mail order business are at- 
tracting competition. 


Sloss-Sheffield. — PREFERRED DIVI- 
DEND ASSURED.—Director says: “Stocks 
in yards have accumulated to extent of about 
50,000 tons. We have 4 furnaces operating 
and are producing above our requirements. 
Shipments are still running well, and we have 
had practically no cancellations. There is no 
cause for concern regarding pref. divs., as we 
have almost earned the full 7% already, after 
reasonable allowance for extra expenditures 
and depreciation. Improvements under way 
will cost about $300,000 and further plans 
$500,000, to be met out of earnings.” 


Southern Pacific. — GOVERN MENT 
WINS.—In Oregon-Calif. Land Grant Case, 
involving over 2,300,000 acres, estimated to be 
worth $40,000,000. Appeal will be taken to 
Grcuit Court and finally to U. S. Supreme 
Court. 


Southern Railway. — INCREASED 
GROSS.—In 9 mos. of fisc. yr. gross earnings 
gained over $4,000,000, but net increased less 
than $700,000. Maintenance of way, struc- 
tures and equipment have been much higher 
than in preceding year. Present earnings are 
at rate of over 4% on com. stock. Double 
tracking is being pushed, and present section 
of 50 miles near Lynchburg is nearly fin- 
ished. Understood that double tracking will 
be continued as funds are available. 


St. Louis & San Francisco —SALE OF 
BONDS.—Block of $3,000,000 general lien 5% 
bonds gold in Paris. It is safe to assume that 
this new money cost the Co. about 74%. 
Market basis of these bonds is 7%4%, com- 
pared with offering price of new M. K. & T. 
notes on 6%% basis, and N. Y. Cent. on 54% 
basis. Balance for fiscal yr. of $1,500,000 after 
charges is expected, against $177,000 last yr. 
Annual charge of $900,000 discount on securi- 
ties will have to come out of above balance. 


Tennessee Copper. — ANNUAL RE- 
PORT.—Yr. 1912 showed total receipts of $1,- 
303,000 against $577,000, and net profits of 
$1,095,000 against $407,000 in 1911, equaling 
$5.47 on cap. stock against $2.03 preceding yr. 
Assets included mining property and equip- 
ment, $3,889,000; Rys., 3,000; smelter and 
sulphuric acid construction, $3,188,000; build- 
ings and ore bedding, $530,000 ; working as- 
sets, $1,186,000. Outstanding bonds were $1,- 
200,000 ; working liabilities, $482,000; reserves, 
$701,000. 

Tobacco Products. — FOREIGN BUSI- 
NESS. —Negotiations are under way for tak- 
ing over retail cigar concern of Albert Baker 
& Co., of London, having 53 stores, cap. at 
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$1,000,000, and paying last yr. 6% div. Offi- 
cials believe outlook for expansion in Canada 
is excellent. Co. has recently enlarged its 
factory in South Africa at Cape Town and 
improvements have also been made in Cairo, 
Egypt, to take care of increased orders. 


Toledo Railways & Light. — THREE- 
CENT FARE.—Accountants of city have re- 
ported to Mayor Whitlock on results of three- 
cent fare. Gross receipts show large increase 
but net earnings were $225,000 less thari in 
1911. Revenue passengers increased 6,453,282 
last yr. The report makes no recommendation. 


Trackless Transportation. — TROLLEY 
WITHOUT RAILS.—Formation of Co. with 
$500,000 7% pref. and $950,000 com. is first 
step toward use of trolley cars with overhead 
feed line to run on highways without rails. 
This system has been in successful operation 
for several years in England, Scotland, Ger- 
many, France, Belgium, Switzerland, Austria, 
Hungary, Italy, Norway and South Africa. 


Underwood Typewriter—EARNINGS.— 
Quarter ended March 31 net earnings in- 
creased $99,000 over 1912. Directors have de- 
cided not to increase div. on stock at present 
owing to general business uncertainties. Lit- 
tle question of Co.’s ability to pay present 4% 
div. on the com. Balance for com. in 
was 16.2%, showing an increase of 35% in 
net profits over 1911. 


Union Pacific.— DISSOLUTION.—Offi- 
cials of U. P. and So. P. have until July 1 
to dissolve, as result of conference between 
Chairman Lovett and U. S. Judges Samborn, 
Hook and Adams. No definite plan has yet 
been arrived at. 


Union Switch & Signal.— RUSH OR- 
DERS.—Co. is doing an excellent business on 
regular orders, but floods in Middle West have 
resulted in many rush contracts, owing to de- 
struction of signalling and safety apparatus. 
Many departments are working overtime. 
New orders have steadily increased mth. by 
mth. since Jan. 


United Cigar Stores. — EARNINGS. — 
New Co. has $4,527,000 7% pref. and $27,162,- 
000 com. stock and no bonds, with working 
capital January 1 of $2,781,000. It is stated 
that earnings are running at over twice div. 
requirements. Believed that inside interests 
have been heavy buyers of stock recently and 
there is talk of an extra div. at next meeting 
of directors. Nothing definite is known. An 
extra div. of %4 of 1% was paid Feb. 15 but 
the extra was dispensed with in April pay- 
ment. Sales are running about 24% over 1912. 


United Fruit Co.— CURRENT EARN- 
INGS.—Net fruit earnings will largely offset 
the prospective falling off in sugar profits. For 
6 mths. ended March net profits on fruit were 
nearly $800,000 ahead of prev. yr. Gains are 
due to policy inaugurated some yrs. ago of 
acquiring fruit plantations, thus making Co. 
independent of private growers. Over 80% 
of fruit imported into U. S. is grown on Co.’s 
own plantations against only 50% a year ago. 
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United Light & Ry.—EARNINGS.—Co. 
will earn about 8% on com. stock this yr. 
For 9 mths. consolidated gross earnings in- 
creased 12% over last yr., net 164% and sur- 
plus 2934%. Earnings 9 mths. were at the 
rate of nearly 9% yrly. on com. stock. 


United Railways Investment.—A NNUAL 
REPORT.—For yr. 1912 net income was 
$989,000, an increase of $148,000 over previous 
yr., and equal to 6.2% on pref. stock, against 
5.2% last yr. (Controls Phila. Co.) 


U. S. Light & Heating. — ELECTRIC 
STARTERS.—Official says: “We are now 
employing about 1,600 hands at Niagara Falls 
and have contracts to supply the Edwards- 
Knight, Rambler, Moyer, Willys-Overland and 
several other well known automobiles with our 
electric starter. Business is good and outlook 
for summer is very encouraging.” 


United States Realty—PROSPECTS.— 
Co.’s rent roll last yr. showed considerable 
increase and current yr. promises good earn- 
ings from this source. Enough construction 
business was carried over into new yr. to as- 
sure satisfactory profits for some time. Among 
larger contracts were Biltmore Hotel, N. Y., 
$5,000,000; Detroit Terminal, $4,500,000; Kan- 
sas City Terminal; Northwestern Mutual Life 
Building, at Milwaukee, and considerable con- 
struction work for Can. Pac. and Grand Trunk 
Rys., between Montreal and Winnipeg. 


United States Rubber—ANNUAL RE- 
PORT.—The composite income account and 
balance sheet issued this yr. is a step in the 
direction of unification of Co. It shows a 
gross business last yr. of almost $99,000,000 
with a mfg. profit of 11%. Sales were at least 
$15,000,000 over the 1911 total. Increase was 
partly made up of a gain of $4,000,000 in 
Revere Rubber Co. sales, and $2,000,000 in 
Canada, while balance was equally divided be- 
tween the boot and shoe departments and the 
Rubber Goods Co. A source of income dur- 
ing last half of 1913-14 yr. will be profits from 
crude rubber production in the Far East, rep- 
resenting investments of over $5,000,000. With 
only 3,000,000 Ibs. production this yr. they will 
earn close to half their carrying cost. In time 
they will give Co. nearly all of the crude rub- 
ber it requires—Manufacturers estimate that 
about 5,000,000 tires will be made in this coun- 
try during 1913, mostly pneumatic but nearly 
500,000 truck tires. 


U. S. Steel—QUARTER’S EARNINGS 
ending March 31 were $34,426,000, against 
$35,185,000 for quarter ended Dec. 31, $17,826,- 
000 for March quarter of 1912, and $23,519,000 
for same quarter in 1911. Increased taxes, 
wages and cost of safety appliances, together 
with flood damage, explain the decrease from 
last quarter. Increase in wages amounted to 
$2,000,000 for the quarter and flood damage 
was about $2,500,000. But for floods earnings 
would have been larger than any similar 
period in Co.’s history with exception of 1907. 


Virginia - Carolina Chemical. — N E W 
COMPANY FORMED.—Co. has guaranteed 
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7% pref. div. on $500,000 authorized cumu- 
lative pref. stock of the new Consumer’s 
Chemical Co., capitalized at $1,150,000. Lat- 
ter Co. is to manufacture fertilizers at Car- 
teret, N. J. Apparently Va-Car. has deter- 
mined to meet competition of American Agri. 
Chem., which two yrs. ago built 3 large plants 
in Southern territory at Savannah, Wilming- 
ton and Columbia. Va-Car. also guarantees 
payment of Consumer’s pref. stock at 110 and 
accrued divs. upon dissolution, liquidation, or 
insolvency. 


Vulcan Detinning —BACK DIVIDENDS. 
Co. intends to pay 21% back divs. on pref. 
as soon as judgment against Amer. Can. is 
collected. Earnings are as good as could be 
expected. Net profits last yr. were 10.8% on 
pref. stock and surplus for com. was about 3%. 


Wabash.—EARNINGS are showing sub- 
stantial improvement over last yr. and it is 
believed Co. will this yr. carn a surplus over 
fixed charges. Last yr. deficit was $2,864 


Wabash-Pittsburgh Terminal. — REOR- 
GANIZATION.—Independent plan for con- 
solidation of Co. with Wheeling & Lake Erie 
under name of Wheeling, Lake Erie and Pitts. 
would permit minority holders to retain pres- 
ent stock while majority stock of Wheeling, 
amounting to 51.7%, now held under Wab.- 
Pitts. mortgage, would be released through 
foreclosure and distributed to Wab.-Pitts. Ist 
mortgage bondholders. Issue of $100,000,000 
new 5% 50 yr. bonds would be authorized, 
secured by mortgage on entire property of 
both Cos., and subject to $20,113,000 underly- 
ing liens. (See Wheeling & Lake Erie.) 


Western Electric—SALES first quarter 
about the same as in 1912. Co. did business in 
1912 in every one of the 6 continents, and has 
about 24,000 employees. (Controlled by Am. 
Tele. & Tele.) 


Western Pacific.— GROWING EARN- 
INGS.—In 9 mths. ended Mar. 31 Co. earned 
$1,036,000 net after taxes. Fisc. yr. will show 
about $1,400,000 applicable toward $2,500,000 
interest on first mortgage bonds. Denver & 
Rio Grande will have to provide remaining 
$1,100,000. Latter Co.’s surplus will be about 
$1,700,000, which will take care of Western 
Pac. deficit and leave $600,000 for surplus. 


Western Union. —EXPANSION.—For 8 
mths. to Mar. 1 gross receipts were actually 
as large as for the full 12 mths. of 1909 fisc. 
yr., when Amer. Telephone interests took hold 
of property. Operating expenses this yr. have 
increased at rate of $6,000,000 yrly., or $500,- 





TMENT 


137 


DIGEST. 


000 more than probable gain in gross, largely 
due to increased wages and special expendi- 
tures for improvement of plant. When inter- 
nal house-cleaning is finished stockholders will 
get their innings.—Co. won a sweeping victory 
in fight with Louisville & Nash. Supreme 
Court declares Co. has right to condemn right 
of way for poles and wires along the L. & N. 
and other roads in Alabama, provided such 
condemnation does not interfere with the op- 
eration of the road. 


Westinghouse Air Brake. — GROWING 
BUSINESS.—Output is now larger than at 
any prev. period in Co.’s history. Number of 
employees is well toward 5,000. New facilities 
and various improvements have been added 
to increase productive capacity. 


Wheeling & Lake Erie. — PRES. RAM- 
SEY’S STATEMENT—In report covering 
affairs of Co., Mr. Ramsey says that in 7 yrs. 
over $14,500,000 has been expended on the 
road, and total indebtedness to be paid in or- 
der to lift receivership was the same amount 
Jan. 1, while Co. had available $21,000,000 in 
4% bonds which at 80 would produce $16,800,- 
000. This would pay Co.’s debts and leave a 
surplus. Total outstanding bonds would then 
be $36,000,000 and fixed charges $1,470,000. 
Adding interest on car trusts and rentals, total 
deductions from income would be $1,650,000 
and he estimates income current fisc. yr. at 
$2,101,000, wnich would leave surplus of $451,- 
000. Also net earnings in 1910, 1911 and 1912 
were enough to meet fixed charges on $36,- 
000,000 bonds and leave a surplus. (See Wa- 
bash-Pitts. Term.) 


Willys-Overland—BIG PROFITS— 
Next to Ford Motor this Co. will show largest 
net of any auto Co. in 1913. Based on 6 mths.’ 
results, full fisc. yr. will show 23% on $20,- 
000,000 com. after 7% pref. divs. Co. has no 
bonds gr funded debt. Production this yr. 
will be about 40,000 cars. (See Auto. 
Industry. ) 


Wisconsin Central—POSSIBLE DIVI- 
DEND.—Improved price for stock is due to 
excellent earnings, gross for 8 mths. having 
increased 16.5% and operating income in- 
creased 39%. On this basis about 4.5% would 
be earned on com. stock. Stockholders are 
inquiring about div. prospects, but Pres. Pen- 
nington gives no intimation of what will be 
done. He has said that Soo Line will make 
Wisc. a good road. It was a poor road, it is 
now a good one, and it will be better before 
Soo gets through with it. Inference is that 
earnings will be put back into the property. 
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This section of the Investment Digest includes some of the more important properties, in 
regard to which authentic and trustworthy information has appeared during the month. 


Amalgamated-Anaconda. — Amalgamated 
declared quarterly div. of $1.50 a share 
Anaconda directors will meet next mo. to 
act on div. Since first of yr. Co. has not 
reported earnings large enough to warrant 
increase in the $3 annual rate. Since Jan. 1 
Anaconda has been producing at the rate of 
about 260,000,000 Ibs. a yr., comparing with 
294,000,000 in 1912. Due to lower prices of 
copper, and curtailed production, net profits 
of Anaconda for first six mos. this yr. are 
not expected to show anything in excess of 
div. payments. Amalgamated issues report 
for eight mos. ended Dec. 31, 1912, fisc. yr. 
having been changed to conform with Ana- 
conda. Net inc., 8 mos., 1912, $6,595,610. 
Equal to $4.22 compared with $4.31 in prev. 
12 mos. Change in investments of $3,957,- 
161, is accounted for by purchase of 150, 
shares of Inspiration Consol., $1,000,000 par 
value of bonds of Butte, Anaconda & Pac. 
Ry. and other small investments, all paid 
for in cash—Anaconda’s net earnings of 
$15,856,334 were practically double those of 
1911, being equal to $3.66 per share against 
$1.85. Moreover, out of last yr.’s income 
there was charged $1,000,000 for deprecia- 
tion before figuring net. Surplus after div. 
amounted to $5,000,000, 1912 being first time 
since 1906 that there hasn’t been a deficit. 
In this period Anaconda paid to sharehold- 
ers $6,278,000 more than it earned, so that 
last yr.’s surplus helps to fill up the hole 
left by lean years in the copper metal mar- 
ket. Excluding $1,000,000 charged for de- 
preciation, cost of copper, after all other 
deductions, was not far from 10 cents per 
Ib., an increase of about a quarter of a cent 
per Ib. over 1911. Working capital showed 
a big increase over 1911, standing at $20,- 
429,875, compared with $16,189,000 a yr. ago. 


Braden Copper.—Co. produced during 
April, 1,350, lbs., the smallest output this 
yr. except Feb. The four mos.’ yield has 
been 5,484,000. Engineer now at the prop- 
erty says the mill this mo. will probably 
handle less than 2,000 tons of ore daily, 
altho by Oct. he believes about 100,000 tons 
a mo. should be treated. Complete installa- 
tion of mills should be ready by July 1. 


Calumet & Hecla.—Estimated copper con- 
tents of mineral produced by the Cal. & 
Hec. properties for April aggregated 10,- 
582,870 lIbs., compared with 9,872,504 for 
March, 8,926,736 for Feb., and 10,891,454 
for April, 1912. 


Chile Copper Co.—Articles of incorpora- 
tion filed with an authorized capital stock 


of $95,000,000. Daniel Guggenheim, head of 
Am. Smelting & Ref. and Am. Smelters Se- 
curities Co. will head the new enterprise. 
The property is claimed to contain 100,- 
000,000 tons of ore running between 14% 
and 2% copper. A new $110,000,000 cor- 
poration will take over from the Chile Ex- 
ploration Co. the property in question. Co. 
will offer for subscription $15,000,000 7% 
bonds at par, convertible into stock at $25. 
Of the $110,000,000 capital $15,000,000 will 
be held in treasury to provide for bond con- 
version, while remaining $95,000,000 will 
probably be retained by the Guggenheims 
and those affiliated with them. Plans for a 
plant call for $7,000,000. Already $2,500,000 
has been spent on the property. 


Chino Copper.—Net profits for three mos. 
increased $125,000 over prev. period; pro- 
duction 1,240,000 Ibs. larger. The net prof- 
its from all sources for past quarter were 
$807,823. Earnings are calculated on an 
avérage price of 15.06c. per lb. Total 
amount of copper on hand and in transit 
(sold and unsold), was 16,454,389 Ibs. and 
was carried at average price of 14.1l6c. a 
Ib., equivalent to value of $2,322,697. Cash 
on hand at close of quarter was $329,976, no 
money being borrowed. The cost per Ib. 
of net copper produced for quarter, after 
allowing for smelting deductions, and not 
for miscellaneous revenues, was 8.24c. com- 
pared with 7.69c. for 1912. It is now esti- 
mated that there are developed over 90,- 
000,000 tons, averaging slightly above 1.8% 
copper. 


_ Granby Consol.—Profits for March were 
in excess of $85,000, and for fisc. yr. to Apr. 
1 in excess of $900,000. Thé div. of $1.50 a 
share declared will be paid May 19. Stock- 
holders took but 10%, or $150,000 of the $1,- 
500,000 6% convertible bonds offered them 
for subscription at par. The issue was un- 
derwritten at 93, 1% representing commis- 
sion, and 3% bonus. On this basis Co. will 
receive $1,440,000, stockholders furnish 
$144,000, and underwriters $1,296,000. 


Greene-Cananea.—This Co. produced in 
March 4,772,000 lbs. copper, 124,658 ozs. sil- 
ver, and 686 ozs. gold. Co. has passed the 
div. Greene Consol. div. was also passed. 
Directors authorized following statement: 
“Owing to unsettled conditions now pre- 
vailing in Mexico, action on current div. is 
deferred until conditions become more set- 
tled. Cananea has recently been scene of 
conflict of federal and state forces, result- 
ing in serious interruption of traffic. At 
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present more than % of the mines are 


closed.” 


Goldfield Consol.—Action by the Stock 
Exch. to strike from the list on June 16 
Goldfield Co. stock was due to violated 
regulation, but will not be removed, if re- 
quirements regarding registration and trans- 
fer agent are complied with prior to June 


16. 


Hollinger Gold.—The net profits for four 
weeks ended March 25 weré $128,352. From 
Jan. 1 to March 25 profits $369,952, which 
together with $451,801 carried over from 
1912, leaves surplus March 25 of $451,754 
after deducting three div. aggregating $270,- 
000. According to Gen. Mgr. Robbins, 10,- 
681 tons of ore were treated during the 4 
weeks, average value $19.61 a ton. Operat- 
ing costs were $6.76 per ton. Directors of 
Co. declared regular 4-weekly div. of 3% 
payable May 20 to holders of record May 12. 


Miami.—Holders of all but $26,000 6% 
bonds have exchanged for stock. The orig- 
inal issue was $1,500,000. Bonds are con- 
vertible into stock at $17.—A falling off of 
16% in April production was direct result 
of the “cave-in” at the mine. The output 
totaled 2,312,000 Ibs. against 3,102,000 in 
March. 


Nipissing Mines—Income account of 
Nipissing Mining Co., Ltd. (the operating 
Co.), for fise. yr. ended Dec. 31, 1912, shows 
total income $2,947,365, an increase of $79,- 
940 over previous yr., and net profits $2,- 
081,710, a decrease of $13,531. Div. paid to 
holding Co. amounted to $1,842,500, leaving 
surplus for yr. $239,210. Total profit and 
loss surplus $1,443,953, which included cash 
$921,343. 

North Butte—In practically every im- 
portant feature, the 1912 report is much the 
most favorable Co. has made for several 
yrs. Lbs. produced, 26,480,123, cost 9.65, 
earned per share, $4.07. The ore seems to 
be gaining instead of decreasing in richness. 

Ray Consol.—During 1912, Co. produced 
34,674,275 lbs. copper and received an aver- 
age of 15.762 cents per lb., or $5,467,296. 
Operating expenses, including taxes, $3,- 
661,359, leaving net operating profits $1,- 
814,206. Other income brought total to 
$2,110,961, from which there was paid $181,- 
699 in interest on bonds, notes and ad- 
vances. Net profit for the yr., $1,929,262, 
was equal to $1.33 per share. At end of 
1912 estimated tonnage developed was 80,- 
656,937, averaging 2.2% copper. Operating 
profits for quarter ended March 31, 1913, 
of $687,875, including earnings of the Ray 
& Gila Valley R. R., compared with $579,- 
621 for quarter ended Dec. 31, 1912. 

Tonopah-Belmont.—Co. reports for yr. 
ended Feb. 28, net earnings of mine and 
mills, $1,773,227, compared with $1,802,080 
in 1912, a decrease of $28,853. During yr. 
38,371 ozs. of gold, valued at $793,191, com- 
pared with 45,069 ozs. valued at $886,971, 
were produced, and 3,826,399 ozs. of silver 
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valued at $2,367,559, compared with 4,535,- 
762 ozs. valued at $2,381,542. 


Tunopah Extension.—Report for yr. end- 
ed March 31 shows receipts from sales of 
bullion, 890,764 ozs. silver, $547,447; 9,198,- 
993 ozs. gold, $190,180; total, $737,617; ex- 
penses and refining, $12,743; balances, $724,- 
873; cost of mining and milling, $470,887; 
balance, $253,985; other income, $680; total 


income, $254,665; depreciation reserves, 
$17,242; profit for yr., $237,423; cash on 
hand, $82,997. Pres. Burnheimer says: 


“Current assets, $290,486, as against $149,- 
850 March 31, 1912, and net earnings for 
yr. are more than two and one-half times 
amount of div. paid, or more than double 
the net earnings for last preceding fisc. yr. 
The question of increase in dividend rate, 
or declaring a small extra div. will be con- 
sidered at next meeting of the board. 


Tonopah Mining.—Co. reports for fisc. 
yr. ended Feb. 28, net income of $1,586,313. 
Div. paid aggregated $1,600,000. The sur- 
plus now stands at $3,911,912. 

Utah Copper-Nevada Consol.—The Utah 
Co. earned $5.35 a share in 1912, on produc- 
tion of 91,336,337 Ibs. of copper, 34,256 ozs. 
gold and 311,392 ozs. silver. Net income 
was increased $2,222,562 by divs. received 
from ownership of 1,000,500 shares of Ne- 
vada stock. Ore reserves now more than 
300,000,000 tons, averaging 1%4% copper. 
The yr’s addition to ore reserves was 15,- 
000,000 tons in excess of amount mined. 
Utah Co. also reports for first quarter of 
calendar and fiscal year 1913: Total prod., 
23,884,467 Ibs. Average mo. production, 7,- 
961,489. Prev. quarter, 4,302,194.—Annual 
report of Nevada for*1912 was satisfactory 
considering suspension .of mining during 
entire mo. of Oct., owing to labor troubles. 
Cost for yr. on net production of 63,063,261 
Ibs. of copper was 8.33 cents, including 
charges of every description. Net profits 
for 1912 were $4,823,839, out of which $2,- 
999,137 were paid in 4 quarterly dividends, 
and $481,307 written off for ore extinguish- 
ment, leaving surplus $1,343,395 to be car- 
ried to undivided profits. The extra divi- 
dend of 50 cents a share, calling for $999,- 
729, was charged to surplus account. The 
ore reserves at end of yr. consisted of 38,- 
853,551 tons of an average grade of 1.67% 
copper. In addition, Co. treated 133,033 
tons of ore from Giroux. Nevada reports 
for March an output of 8,555,320 Ibs., which 
compares with 4,798,531 in Feb. and 4,169,- 
708 in Jan. 

Copper Notes.—Copper Producers’ April 
statement shows decrease during mo. in 
surplus in U. S., 28,720,162 Ibs., as follows: 
Stock April 1, 104,269,270; production from 
all domestic and foreign sources during 
April, 135,333,402; deliveries for consump- 
tion and export during April, 164,053,564; 
stocks of copper in U. S. May 1, 75,549,108. 
This large decrease in surplus compares 
with increases in each April for four preced- 
ing years, 
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Making Your Money Do Double Work 


By C. H. PROVOST 


URING the early part of May I 
decided that the market had 
seen its worst, and as I had 

been saving up a long while in antici- 
pation of bargains some time this year, 
I decided to put my money into se- 
curities. 

My available funds amounted to 
$6,000, and you may imagine how care- 
fully I scanned the list and delved into 
earnings and other statistics in an ef- 
fort to secure the greatest obtainable 
safety and probable profit. Following 
the teachings of this magazine and 
bearing in mind Mr. Carnegie’s admo- 
nition, “Put all your eggs into one bas- 
ket, then watch the basket,” I made up 
my mind that I would pick out the one 
stock which would come nearest to my 
personal requirements, and this is how 
I came to my decision—as near as I 
can remember my mental processes at 
the time. (I don’t expect everybody 
to agree.) 

First, I wanted a dividend payer, 
and second, something that would 
move. Starting at the top of the list 
I passed Amalgamated Copper because 
there were other stocks which would 
net more on the investment, with equal 
chances for improvement in price. 
American Beet Sugar and American 
Can were non-dividend payers, so they 
didn’t interest me. Car Foundry with 


its two per cent. dividend didn’t yield 
enough and was too slow a mover. 
I didn’t like any of these Industrial 





preferred stocks, as their varying in- 
vestment qualities keep them all within 
a narrow range, and I wanted my prin- 
cipal to grow rapidly as soon as the 


turn in the market came. American 
Smelting, I admitted, contained possi- 
bilities, but somehow I have found it 
an unsatisfactory stock to deal in. 
Every time I touch it I promise that 
shall be the last. American Sugar Re- 
fining is more or less of a bet on the 
tariff. 

American Telephone & Telegraph 
looked very good to me indeed with its 
eight per cent. dividends and occa- 
sional “rights.” I reasoned that if it 
should advance to its former high 
price, that would be about twenty 
points above this level. Twenty 
points on a stock selling at one hun- 
dred and twenty odd is about a sixteen 
per cent. increase on the investment, 
while on a stock selling at fifty it is a 
forty per cent. increase. All other 
things being equal therefore, I favored 
a low priced stock. 

This resolution naturally eliminated 
high-priced issues like American To- 
bacco, Canadian Pacific, Sears Roe- 
buck, etc., which further narrowed 
down the list. Atchison appealed to 
me strongly, but its large issue of con- 
vertible bonds are a standing reason 
why it should not advance very much 
above par. B. & O.’s earnings fluctu- 
ate too much to suit me, and Bethlehem 
Steel preferred:close to seventy did not 
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seem any safer than United Steel com- 
mon at sixty and paying the same rate 
of dividend. 

Brooklyn Rapid Transit seemed a 
good thing to ride for a while, but al- 
most too slow. 
attracted the speculative vein in me, 
but five per cent. on forty is apt to 
keep one awake nights. I will admit 
that the oil business is expected to re- 
turn liberally, but after looking twice 
at this proposition I concluded that 
ease of mind was worth more than 
large income, and passed it up. 

Chesapeake & Ohio was at a stage 
where doubts as to continuance of div- 
idends appeared frequently in the pub- 
lic press. Other people said the road’s 
credit was poor. They always say 
things about stocks which are selling 
way down, and while “they” are some- 
times right there is usually a good rea- 
son behind an extremely low price in 
proportion to other stocks of the same 
class. I decided to bear Chesapeake & 
Ohio in mind however. 

St. Paul looked inviting, earning, as 
it is, probably double its five per cent. 
dividends, with the new extension be- 
ginning to develop large earnings and 
holding more promise than many of 
the older systems whose lines are more 
closely settled. But I figured that this 
was a factor that would take many 
years to work out, and a restoration of 
the seven per cent. dividend, in case it 
should take place, would hardly add 
more than twenty-five points to the 
price. This did not compare well with 
the forty per cent. increase I had in 
mind. 

Consolidated Gas was too much of 
an investment proposition. Wool- 
worth common I did not regard as well 
seasoned. General Electric was too 
high priced for me, while Great North- 
ern and Northern Pacific were both too 
high and too slow. 

Illinois Central’s margin over divi- 
dends was not encouraging, and Le- 
high Valley was too far from the 
ground. Louisville & Nashville held 
the same objections as Great Northern, 
and Mexican Petroleum was in_ the 
class with California. New York Cen- 
tral seemed unlikely to set off any fire- 
works during the next few months or 


California Petroleum. 
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2 year, besides I preferred to see how 
it carried its great load during a reces- 
sion in business. It is doubtful whether 
New Haven is to be regarded as an 
eight, a six or a four per cent. stock, 
so I skipped to Norfolk & Western. 
Again the objection was the small ra- 
dius in which the stock moves. 

Pennsylvania around 111 looked 
very attractive, especially as liquida- 
tion resulting from the “rights” was 
shortly to be completed, and a very 
important decline had already been 
recorded. I decided to bear Pennsyl- 
vania in mind. 

Reading, too volatile for anyone but 
an active trader, and Southern Pacific 
—well there was a stock worth think- 
ing about; but I remembered that 
there was a chance of Union Pacific 
being forced to sell its holdings of 
Southern Pacific in the open market, 
in which case I thought the price of 
Southern Pacific might decline far be- 
low its intrinsic worth. This was, 
therefore, another issue to be borne in 
mind. 

Southern Railway preferred moves 
in a rather restricted area, so my eye 
dropped to Union Pacific. Here again 
the objection of high price intervened. 
U. S. Rubber is a stock I never had 
much faith in, and U. S. Steel—this 
was well worth considering. Some- 
thing—a sort of “this-is-it”—struck me 
while I was regarding the position of 
this stock. Glancing down the list, I 
found only Utah Copper and Westing- 
house, neither of which held any at- 
traction, so I returned to a considera- 
tion of U. S. Steel common, Chesa- 
peake & Ohio, Pennsylvania, and 
Southern Pacific. 

I threw out Pennsylvania, notwith- 
standing the recent decline, owing to 
its price being above par, and I decided 
that I would await a possible chance 
in Southern Pacific, having in mind 
the aforesaid idea. This simmered the 
whole proposition down to two stocks— 
Chesapeake & Ohio and U. S. Steel 
common. 

Turning over in my mind the merits 
and demerits of Chesapeake & Ohio, | 
remembered that while its five per 
cent. dividend made it look cheap 
around 64, there was a possibility that 
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the trouble in placing its bonds might 
make a dividend cut necessary. Hence, 
I decided that this was a point in favor 
of Steel, and while it is unknown what 
effect the tariff will have on the earn- 
ings of the Steel Corporation, orders 
now on hand are sufficient to carry it 
well along into the fall with earnings 
in excess of dividend requirements. 

The large cash surplus of the Steel 
Corporation seemed to remove any 
possibility of its having to pay high 
prices for money in case it, too, should 
try to accomplish some financing. Fur- 
thermore, the decline in the price of 
the stock from 80 last fall to around 
60 had discounted a great many unfa- 
vorable factors, some of which might 
fail to materialize. 

To put it another way, it occurred 
to me that with good crops, which are 
promised, and the removal of the Eu- 
ropean war menace, business condi- 


tions during the next six months might 
not be as bad as some of the tariff 
howlers have predicted, and that Steel 


was one of the stocks which should 
respond quickly to any recognition of 
improved conditions. 

If Steel was likely to continue its 
five per cent. dividends, it was not dear 
at 60, and the chances were all in favor 
of such a continuance. I read Presi- 
dent Farrell’s testimony in the Steel 
suit, and it struck me that a corpora- 
tion which was doing such an enorm- 
ous business in foreign countries 
would not, at least, have this branch 
of its business impared by tariff reduc- 
tion. To sum the whole thing up, I 
made up my mind to buy 100 Steel 
common and pay for it. If I was right 
in the conclusion that the market had 
struck bottom, it didn’t make much 
difference whether it went to 58 or 62 
and wabbled around in that territory 
for a while; but I didn’t see any rea- 
son why it should go to 50 at present. 
A million men might agree with me 
that it was time to buy, but there were 
many millions of others who didn’t. 

While the stock was being trans- 
ferred, the thought occurred to me that 
I wasn’t making my money work hard 
enough. If my judgment on Steel was 
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correct, then it was time to buy other 
things—some of these high grade 
stocks for instance, which wouldn't de- 
cline very much unless everything 
went to pieces. Accordingly I went 
back over the list and finally cut out 
everything but American Telephone 
and Pennsylvania. 


American Telephone is an eight per 
cent. stock netting about 6% per cent. 
on the present price of 128. Frequent- 
ly it gives stockholders rights to sub- 
scribe to new issues and these in the 
past have amounted to considerable, 
that is, at least an average of one per 
cent. per annum in value for the past 
ten years. But figuring on the regular 
net return and the solidity of the busi- 
ness, its probable freedom from gov- 
ernment interference, its persistent 
growth and immunity from factors like 
the tariff and ordinary business vicis- 
situdes it looked very attractive to me. 

Pennsylvania, paying 6 per cent., 
owed its prevailing low price (111) 
principally to the large new stock is- 
sue which was then being absorbed. 
Many holders who did not care to sub- 
scribe were selling their rights, and 
operations by brokers arbitraging 
against them brought a constant press- 
ure of offerings on the market—so that 
while it formerly sold at 120, netted 
5 per cent., and was regarded by thou- 
sands of investors as Al, it had now 
declined to a point where it now netted 
5.4 per cent. : 

It was difficult to choose between 
these two issues, especially as the 
Pennsylvania could be taken on by 
buying a sufficient number of “rights” 
and paying for the stock in _install- 
ments, beginning with 30 per cent. on 
May 31. This plan would reduce the 
carrying charges. 

I turned the whole matter over in 
my mind and decided to buy Tele- 
phone because it was the soundest and 
yielded the largest return. I then put 
my hundred shares of Steel up as mar- 
gin for the purchase of the Telephone, 
figuring out that if during the next 
year my anticipation of higher prices 
was realized I would come out, on div- 
idends alone, about as follows: 
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CREDIT. 
Dividend on 100 U. S. Steel 
Dividend on 100 Amer. Telephone 


DEBIT. 
Carrying charges on $12,800 at 5% 


Net income from the combined operation $660 


From this I concluded that my net 
return on the $6,000 investment in U. 
S. Steel would be 11 per cent., even 
if these two stocks did not move from 
their present prices during the entire 
year. 

There were, of course, two other 
sides to this proposition, (1) they 
might decline, (2) they might advance. 
I expected they would advance or I 
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would not have bought; but I figured 
that if danger should arise at any time, 
I could sell out at a small loss and 
wait a more favorable opportunity. 
So long as there was no reason for me 
to change my opinion, I would hold 
this same position, and if everything 
came out all right there would be an 
advance of from 10 to 15 points in 
these two stocks, depending upon cir- 
cumstances. Ten points would be 
$2,000 or 33% per cent. increase in my 
original capital. Fifteen points in each 
would amount to 50 per cent. on my 
original capital, and that was what I 
had originally started out to find. 

Thus I am making my money do 
double work. 











Stock Exchange Condemns Small Margins 

















HE following amendment to the Con- 
stitution of the New York Stock Ex- 
change was recently adopted: 

“That the acceptance and carrying of 
an account for a customer, either a mem- 
ber or non-member, without proper and ade- 
quate margin, may constitute an act detri- 
mental to the interest and welfare of the 
Exchange, and the offending member may 
be proceeded against under Section 8 of Ar- 
ticle 17 of the Constitution.” 

This section is as follows: 

“The Governing Committee may, by a vote 
of a majority of all its existing members, 
suspend from the Exchange for a period not 
exceeding one year any member who may be 
adjudged guilty of any act which may be 
determined by said committee to be detri- 
mental to the interest or welfare of the Ex- 
change.” 

This is understood to be aimed at a small 
number of houses, most of which have branch 
offices outside New York, that have been ac- 
customed to accept business from miscel- 
laneous and practically unknown customers 
on five points margin. 

It is noticeable that the amendment does 
not say that the acceptance of small margins 
will constitute an act detrimental to the in- 
terest and welfare of the Exchange, but 
merely that they may constitute such an act. 
Whether they do, in any particular case, is 
a question for the Board of Governors to 
pass upon. 

It is plain that no fixed rule could be laid 


down as to the amount of margin required. 
A broker certainly has the same right as 
any other business man to extend a reason- 
able line of credit to responsible persons 
whose resources and reliability are well 
known to him. In such a case, if he executed 
orders without any actual deposit of margin, 
he would only be doing what nine-tenths of 
the business men in the United States are 
doing every day in one form or another. 

Also, the amount of protection that may 
be considered conservative depends on the 
price and character of the stock traded in. 
A safe margin on Pennsylvania might not 
be safe on Canadian Pacific or on Can com- 
mon. 

It would be just as impossible to fix an 
arbitrary per cent. of the price of the stock 
as it would be to set a certain limit in points. 
Ten per cent. of the price of Union Pacific 
would usually be a safe protection for the 
broker to accept—though not necessarily 
safe for the customer—but ten per cent. of 
Union Bag & Paper would be absurd. 

The new Committee on Business Conduct, 
popularly known as the “Police Committee,” 
has charge of this matter of overseeing the 
margin requirements of brokers. All that 
has been necessary so far is to request the 
small margin brokerage houses to ‘be a little 
more conservative in their methods. The 
seguetees have been readily complied with. 

his is certainly a move in the right di- 
rection, and is a hopeful augury that the 
Stock Exchange is taking its responsibility 
to the public more seriously than heretofore. 











Notes On Office Trading 


XI—The Limitation of Losses 





HE principles of systematic control 
of losses and of dependence upon 
the law of averages for final re- 

sults are the basis of all successful office 
trading. In point of fact, these two 
things are interdependent. Losses can- 
not be systematically controlled unless 
systematic (i. e., methodical and con- 
tinuous) trading is contemplated. I have 
been acquainted with numerous success- 
ful traders in my time, and all are agreed 
on these two points. I doubt if any two 
of us would be found in accord as to 
many other details of our trading 
methods. 

Trading losses may be limited in two 
ways: (1) by the use of a definite stop- 
loss order (or its equivalent, a fixed de- 
termination to cut the trade at a predeter- 
mined point), or (2) by the operation of 
judgment applied to the conditions of the 
moment. In practice these merge into 
one another. Much money is lost, need- 
lessly, (1) by failure to locate stops at 
the proper point, (2) by failure to un- 
derstand what a stop really is—a tem- 
porary insurance against a large loss 
while the outcome of a trading judgment 
is being awaited. 

ok ok ok 

It will not pay to adopt any stated size 
of stop as a fixed risk limit, regardless of 
conditions. As far as starting a series 
of trades is concerned, the idea is to 
establish a point at which the diagnosis 
upon which the trade is based would have 
become doubtful, first, and then make the 
trade, provided it can be made within 
“stopping distance,” i. e., without incur- 
ring more than the normal maximum 
risk. A two-point-stop trader, for ex- 
ample, will manage to get aboard well 
within that limit, a good part of the time, 
with his whole line at once. Frequently, 
again, he must take on a portion of his 
line considerably further away from his 
initial stop-point. 

The initial trade of such a series is 
made, of course, at the moment when 
trading judgment dictates it. Systematic 
trading implies that every definite de- 


cision that a trade is indicated should be 
acted upon. While the price is oscillat- 
ing within the limits of a “trading area” 
the diagnosis is as to the direction it will 
take when it leaves that area. Evidently, 
therefore, a fixed stop placed within that 
area would entail the risk of being out 
of the market by a non-significant fluctu- 
ation. So long as the price remains with- 
in that area the trader must stay with 
his commitment (unless warned to get 
out by diagnosis considerations), and any 
fixed stop must be clear of that area. 

For example: A stock has risen and 
formed a trading area between 80 and 
81. The extreme prices touched have 
been 81% and 79%. I diagnose a re- 
action when the price is 80. I can sell 
my whole line at 80 with stop at 82. -But 
if the trading area had been 80 to 82 with 
79 and 83 as extremes, I might want to 
sell at, say, 8012, but my stop must be 
8314, nevertheless. This is much be- 
yond my normal or permissible risk. 
The only way I can act upon my diag- 
nosis is to sell part of my line at 80% 
and the rest either higher or lower, say 
by the time the price has reached 81% 
or 79, in either case adjusting my stop 
so as to show not exceeding an average 
two-point risk on the whole commitment. 
It will be seen that one case involves an 
“average” (within the original danger 
limit) and the other a limited “pyramid.” 

These remarks apply, it will be noted, 
to the limiting of risk at the time a com- 
mitment is made. Endless variations of 
detail arise, of course, but the basic prin- 
ciple outlined is constant. 

If a trade is made close to the further 
side of a trading area, the normal stop 
(for instance, two points, in my own 
case) becomes a mere fiction, and the 
trade stands to be cut very much closer. 

* * * 

Unquestionably, one place where the 
experienced trader has a great advantage 
over his younger brethren is in his readi- 
ness to cut a trade before an adverse 
move has gained headway. The reason 
why my losses average so low is that my 
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experience in diagnosis has made me 
sensitive to changes in conditions, and 
that I have trained myself to cut and run 
at the very first signs of possible danger. 
I am bound to say I am often scared by 
my own shadow! I frequently secure 
only a small profit when, if I had held on, 
I should have had a large one. On the 
other hand I do actually keep the aver- 
age size of my losses down to fractions, 
and I am content to forego an occasional 
killing for the sake of being able to do so. 

The “following up” of a trade with 
stops has to be regulated in accordance 
with the conditions that may arise after 
the trade has been made. A trader who 
uses stops in a purely mechanical way 
often takes unnecessary losses in conse- 
quence of failing to observe the principle 
of “trading areas.” In the first case cited 
above, the trading area 80 to 81 remains 
a trading area until that price exceeds 
its limits materially, i. e., more than a 
mere fraction. Until it has broken clear 
through it is well to leave the stop at its 
original place, if it can. be done. The 
first change of stop, therefore, is to point 
somewhere near the “flat” price, or to a 
point that shows a profit in case the 
breaking-through has been sharp. 

It is while the price hovers close to the 
edge of the trading area that the trader 
needs to be specially alert. At the first 
sign of danger the stop should be brought 
close or the trade closed out. But right 
here a most important point needs to be 
emphasized. If the trade has been closed 
out for any reason while the price re- 
mains within the trading area and the 
original basic diagnosis remains in force, 
the trader must stand ready to jump in 
again the very moment he has concluded 
that he got out on a false alarm. He is 
to remember that his stop, or his decision 
to cut his trade, has simply been a means 
of insurance against a large loss and 
does not mean that the original plan of 
action is to be abandoned. In fact, one 
essential factor of systematic trading is 
that a diagnosis once definitely arrived 
at is to be understood as a direct com- 
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mand to make the indicated trade, and to 
maintain it till the diagnosis changes. 
This idea of the location of stop-points 
depends upon recognition of the fact that 
a price rarely leaves an established trad- 
ing area and remains beyond it until 
conditions permit a new price-level to be 
made. During the course of a swing 
several such areas are usually encount- 
ered. It is the object of the trader’s 
study to distinguish between the inter- 
mediate ones and those that represent 
turning points. Evidently the trader’s 
constant aim will be to get out to the 
best advantage at each such waiting 
place while deciding whether the trend 
has turned or not, and if not, to get in 
again to the best advantage. Quite fre- 
quently he will, in this way, get more 
points out of a swing than the swing 
covered. And in the meantime he is 
protected against a breaking away in the 
wrong direction. In this connection I 
may state my conviction that the best 
average results are attained by making a 
practice of getting out, provisionally, the 
moment a move comes to a standstill. 
Bs ok 


Evidently the foregoing arguments 
are opposed to the common idea of wait- 
ing till the price breaks through before 
taking hold. I have never seen good re- 
sults, on average, from the old device 
that some traders employ, of buying or 
selling “on stop” at an eighth or a 
quarter beyond the last extreme price 
touched. Another form of this is to put 
in stops of double the size of an open 
trade. No doubt a profit is secured by 
these devices occasionally, but they will 
not work on average over a period of 
time, which is the touchstone of trading. 
They violate the fundamental principle, 
never to buy on a bulge or sell on a 
slump. 

* * * 


I have had an analysis made of my 
last 100 series of trades in Reading, 
Union and Steel, with the results shown 
in Table I. herewith: 


I—Analysis of 100 Trades. 


Reading 
Series of trades made 46 
First trade right.......... 
Second trade right 
Third trade right 
Diagnosis wrong 


17 times 


Total 
100 
37 times 
1 “oe 


7 “ 
37 “ 


Union 
34 


Steel 
20 


12 times 
“ 


8 times 
3 oo 
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It will be noted that my basic diagnosis 
was correct in all respects 37 times out 
of 100, and that in 19 cases I took a loss 
before the price broke through. My orig- 
inal two-point loss limit was actually ex- 
ceeded in three of these cases, but I only 
failed to cut my trade sooner in one trade 
not carried over-night. In the seven 
cases in which I took two losses before 
the price broke through in my favor the 
second loss averaged 0.38 point larger 
than the first loss. This arose, so to 
speak, intentionally. Applying the prin- 
ciple of averages, it is permissible to take 
a slightly larger risk after a loss than 
after a profit. I usually, therefore, give 
myself a little more leeway, always, of 
course, within my fixed limit of two 
points (as being the most risk that any 
one trade is worth). 

In 37 cases I found I was “barking up 
the wrong tree.” I reversed my position 
around the same level at which I got out 
in eighteen of these cases, exactly one- 
half of them, and my records show that 
I might have done so in two more cases. 
In the other 17 cases some delay in re- 
versing position would have proved ad- 
vantageous. I finally reversed in 11 of 
them. 

Analyzing the “Second Trades,” i. e., 
where the'initial trade was cut and taken 
on again without change of diagnosis, I 
find in the second table: 


’ 
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It will be noted from the table that 
just about half the trades were started 
further than two points from my “stop 
limit,” and consequently split, i. e., taken 
on in two or more pieces. There were 
eleven losses of two points or more, 
some of which, mostly on the short side, 
were due to wide openings after carry- 
ing my stock overnight. 

I may digress here to say that, as a 
rule, I dislike to carry any trade over- 
night unless a fair profit is shown on it, 
and even then only short sales, as a rule. 
If the market closes well up towards the 
top eighth of the day there is usually a 
fair chance to get in again the next morn- 
ing, and one avoids the danger of unex- 
pected accidents occurring over-night. 
Accidents help the bears, as a rule. 

* * * 


After a trade has made a successful 
start, i. e., the price has broken through 
in the expected direction, say, to the ex- 
tent of a point or so, the existing profit 
should never be allowed to turn into a 
loss, or not more than a small fraction, at 
the utmost. A good deal will depend 
here upon the trader’s experience and 
judgment in sizing up the situation. I 
do not see how definite rules can be 
formulated to meet the case. In a good 
many, I think probably the majority, of 
cases, the existence of a point profit will 
justify putting the stop on the “flat” 





II—Analysis of 19 Second Trades. 


Reading 


Position improved 
Better off 
Position impaired 
Worse off 


My position was bettered only nine out 
of nineteen times, but my actual result in 
points was 1% points to the good. This 
looks small, but it is to be remembered 
that I had the benefit of protection 
against any large loss at all at the periods 
when my original venture seemed dubi- 
ous or was ill-timed. The real value of 
this insurance against large loss will be 
seen more clearly by analyzing the cases 
of a wrong diagnosis, as in Table III. 


IlI—Analysis of 37 

Reading 
Times wrong 
No. of losses 
Largest loss 
Average loss 

No. of “split trades” 


2 
1.39 


4 times 


16 times 


¥% points 


Total 


9 times 


934 pts. 
2 times 2 times 10 times 


2% pts. 2% pts. 8% pts. 


price, i. e., so that allowing for commis- 
sions there can be no loss, except the tax. 
But everything will depend upon the ac- 
tion and appearance of the market. I 
think the trader of small practical experi- 
ence will find the handling of this matter 
really harder to master than the reading 
of the market for diagnostic purposes. 
When the price has gone a little further 
the normal “follow up” principle will, of 
course, be indicated and remain in 


Wrong Diagnoses. 
Union Steel 
15 times 6 times 
31 9 
2% points 1% points 
, " on . 


Steel 


1 time 
\% pts. 


Union 
4 times 
3 pts. 








Total 
37 times 
76 
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force until a fresh diagnosis develops. 
K * aS 

During the course of a line move, more 
or less well-marked waiting places are 
usually encountered, and a skilful trader 
will often be able to turn them to ac- 
count. I am accustomed to watch for 
them, with the idea that.a halt in the 
course of such a move will frequently 
be followed by more or less of a rebound 
before the move is resumed. Taking the 
37 cases in which my primary diagnosis 
was correct we find as in Table IV.: 
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trary, I find myself more and more dis- 
posed to make sure of a small profit when 
offered, and stand ready to get in again 
a little better or a little worse off than if 
I had done nothing. A small profit re- 
fused frequently means no profit at all, 
and very frequently indeed means the 
loss of an opportunity to improve the 
trader’s position. 

Once in a while even an experienced 
trader, who ought to know better, and be 
case-hardened against impulse to be law- 
less, feels tempted to be cocksure of his 





IV—Analysis of 37 “First Trades.” 


Reading 
Series of trades 
Two trades made 


Worse off 
Three trades made 
Better off 
Worse off 
Four trades made 
Better off 
Worse off 


The gross gain was 23% points and 
the gross loss 9% points, making a net 
gain of 137g points as a result of getting 
out, or bringing the stop quite close as 
soon as a halting place was diagnosed. 

Evidently, one of such halting places 
will prove to be a turning point, but in 
most cases a new diagnosis will be form- 
ing in the trader’s mind, the first result 
of which will, or should, be to cast doubt 
on the continuance of the existing swing, 
and under those conditions he will prob- 
ably not get in again. In this connection 
I am convinced that it pays better to get 
out a bit too soon rather than risk over- 
staying the market. Many of the trad- 
er’s possible profits will only amount to 
one or two points, and a discount of one 
point from, say, two or two and a half 
points makes a material difference to the 
general result. A fixed rule to take a 
one-point profit every time would very 
likely show good results, provided the 
trader was quick to get aboard again if 
the current move was apparently not go- 


ing to halt more than momentarily. 
* * * 


The principle of enlarging a stop after 
a trade is well along may be all right— 
and I can see some arguments in its fa- 
vor—for the broad-gauge speculator, but 
it is diametrically opposed to all the 
principles of office trading. On the con- 


17 series 

7 times 

Better off 2% pts. 
i * 


4 times 
2% pts. 
1% pts. 
3 times 
4% pts. 
¥% pts. 


Total 
37 series 
14 times 
5% pts. 

¥% pts. 
6 times 
63 pts. 
2% pts. 

7 times 

11 pts. 

% pts. 


Steel 
8 series 
2 times 


Union 
12 series 
5 times 
3% pts. 
4%“ 

2 times 
3% pts. 
1% pts. 
2 times 
3% pts. 
1% pts. 


2 times 
2% pts. 
1% pts. 
position and let a commitment go against 
him further than his normal risk limit. 
The best antidote to this disastrous ac- 
tion is to figure out the effect of, say, one 
single 5-point loss on his profit and loss 
balance. In the first place, he has to 
make 5 points profit before he simply 
gets back to where he started as regards 
money. But when he has made those 5 
points he is probably 2 or 3 points worse 
off than at first. If he had not been com- 
mitted he would probably have got new 
bearings and have put himself on the 
right side for part of those 5 points. A 
5-point loss deliberately incurred im- 
plies playing the wrong side of the mar- 
ket when the trader knows that it is the 
wrong side. Which seems a curious way 


to try to make money! 
* 


* * 


Reliance upon the law of averages for 
his profit and loss balance is not, really, 
a matter of option with the office trader. 

ut constant recognition of the fact is of 
the greatest value to him, in a psycho- 
logical way. It will cause him to con- 
sider any loss that he may make in its 
true aspect, as merely one of a series of 
separate and varied results. In so doing 
he will not fear a few losses, and thus his 
mind will preserve its balance and he will 
actually not make so many bad guesses! 
Moreover, nearly all the strings of con- 
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secutive losses he will encounter will 
prove starting points for his best periods 
of profit-making. A series of consecu- 
tive losses during a trading period will 
most often arise when a correctly fore- 
casted move has been foreseen too soon. 
When the move does come it is apt to be 


a wide one. My profit and loss records 
show this to be a fact more often 
than not. 


* * * 


When I wrote the article on “The 
Unit of Trading” I submitted a tabular 
analysis of my losses and deficits for 
eight seasons ending in 1911. The sea- 
son of 1911-1912 proved to be about an 
average one. I made 64 losses out of 
136 trades, about 47 per cent., and my 
losses averaged 0.872 points each. I 
happened to escape any unusual runs of 
consecutive losses and did not meet with 
any “accidents.” My largest “deficit” 
was 75 points. 

Since writing that article I came into 
possession, as executor, of the records 
and accounts of an old trader, and have 
had my assistant analyze them. This 


Rock 
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man was a methodical trader as regards 
cutting losses and in some other ways, 
but he used a very different technical 
method from mine. He was a good judge 
of the trading trend and made few mis- 
takes in selecting stocks. Although he 
was decidedly a successful trader, his 
profit and loss balances do not show so 
well as mine, on average. There is a 
smaller difference between the average 
size of his profits and his losses, due ap- 
parently in part to his use of a wider 
stop. He, furthermore, did not adhere 
to any uniform “Unit of Trading,” and 
in numerous cases when a good profit in 
points came his way it happened to be in 
comparatively few shares. The effect of 
this last point on the final profit and loss 


_balance is much greater than might be 


expected. 

I mention these points because it is 
not any too easy to get at the real facts 
about the operations of traders. A suc- 
cessful trader is apt to be uncommunica- 
tive, and most losers seem impelled to 
make unhistorical statements about their 
results! (To be concluded.) 


Island 


THE Chronic Bull stood on the corner of Wall and Broad watching the lambs 


and the frenzied financiers pass by. 


“It’s a rotten market,” said he. 


“T don’t find it so rotten,” said the Persistent Bear; “there is plenty of money 


on the short side.” 
“Yes, but what can you trade in? 
asked prices a half point apart.” 


Look at Rock Island with the bid and 


“Why do you want to trade in a skate stock like Rock Island?” was the 


que 


ry. 
“What would trade in?” asked the Bull. 


“Trade in a real stock. Trade in Reading.” 


During the Recent Dullness 


Do you think this rally in Can will go much farther? 

No; it’s an orphan rally—no father. ; 

Huh! Can has always been an orphan—never knew its own par. 
- =. 


BULLETT: 
BARRETT : 
BuLLeETT : 

















THE FORUM 
Where Every One Has His Say 


[We invite our readers to contribute to this department anything that may be of 
interest to other readers, or to ask any questions in regard to the science of invest- 
ment, methods of operating, customs of the markets, general financial conditions, etc. 
If you disagree with us or with any contributors to this magazine, we will gladly print 


your criticisms (space permitting), and we welcome all suggestions. 


If you find any- 


thing in our pages that especially appeals to you, we shall be glad to know it, so as to 


et a line on what you want. 


Never mind the style of your comments—this isn’t 2 


literary contest—but please write on one side of ned only. If you desire a personal 


7 ly to questions, 
RUM, care of 


Seis for Out of Town Traders 


OME of our subscribers have re- 
S quested articles that will help out- 
of-town traders who deal in cities 
where there is no ticker service, and 
where the only quotations are sent over 
private wires from New York. 

Wire service in such localities depends 
very largely on the distance from New 
York, and whether the wire is crowded 
with orders, quotations, messages, etc. 
In very busy markets almost any wire is 
in this condition, but some brokers make 
the mistake of putting too many branch 
offices and correspondents on one- wire 
so that comparatively few orders and 
messages from each one make a large 
aggregate. 

The disadvantage of this is especially 
apparent in busy markets. At such times 
it may take fifteen or twenty minutes to 
get a report on a market order, and when 
such is the case, there are, of necessity, 
few quotations coming over the wire. 
There may be times when a % or a 1- 
point movement might be totally missed. 
That is, Reading may be quoted in the 
out-of-town offices at 160 for five or ten 
minutes, while in New York it may run 
up to 16034 and back to 160% without 
these fluctuations being sent over the 
wire. 


lease enclose stamped and sel 
agazine of Wall Street.] 


addressed envelope. Address, THE 


For this reason, close trading is inad- 
visable except in ordinary markets, but 
service in these out-of-town offices is, as 
a rule, good enough for all practical 
purposes. 


If I were operating at your distance 
I should base my judgment largely upon 
the high and low prices for the day, as 
these are always accurately reported on 
the ticker in New York and can be trans- 
mitted after the close. Keep a graphic 
record by means of a vertical line repre- 
senting the average high and the average 
low prices of five, ten or twenty of the 
most active stocks, or have the New 
York office telegraph the New York 
Times averages each morning. These 
are already compiled to include 25 rails, 
25 industrials and the 50 stocks com- 
bined, making three sets of figures which 
can be used in any way desired. 


Of course, if anyone wishes to save 
time he can get the high and low of these 
fifty stocks over the wire, or from his 
daily local newspaper, and make the fig- 
ures up himself. But there are likely to 
be errors in transmission and it is much 
better to get the figures in the morning, 
unless you are anxious to make these cal- 
culations at night after the market»closes. 

By carefully studying the relation of 
these, vertical lines to each other, a per- 
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son can improve his judgment, as he will 
then be studying the market itself and 
not the newspaper gossip. It is well to 
remember, however, that all such me- 
chanical aids are merely for the purpose 
of re-enforcing the memory, and if one 
has a mental equipment which enables 
him to remember all these highs, lows 
and mean prices for some days and 
weeks back, he need not use the graphic, 
all styles of which are merely tape indi- 
cations transposed. But, get the idea 
clearly into your head that, the best 
source of knowledge of the stock market 
is the tape, and not what some one says 
about the market. 

Regarding the stock in which you had 
better deal: You will doubtless find the 
active speculative leaders, such as Read- 
ing, Union, Steel, Amalgamated, St. 


Paul and Smelters the most satisfactory . 


in the long run, as the course of the mar- 
ket is governed chiefly by the action of 
these stocks. 

It is best to trade on both sides of the 
market. A person who is always a bull 
is badly handicapped. There is no more 
danger on the short side than on the long 
if you use a stop order, and if you do 
not care to use stop orders, or limit your 
losses to a fixed maximum in every case, 
we advise you to stop trading, as you 
are almost sure to lose in the long run. 

Try to ascertain when accumulation 
and distribution are taking place and 
get long or short at the turning points. 
Our Trend Letter will help you in this 
until such time as your judgment be- 
comes sufficiently reliable for you to de- 
pend entirely upon yourself. 

Notre.—We shall be glad to hear from 
out-of-town traders as to their advan- 
tages or disadvantages. 





The Failure of the Spring Bond Issues. 


In the financial world, as elsewhere, events 
of great importance sometimes happen without 
arousing any general feeling of optimism or 
apprehension, as the case may be, probably be- 
cause of a lack of understanding on the part 
of the interested public at the time the event 
occurred. Seldom does the public view hap- 
penings in their true light while still fresh in 
the public mind. The public needs long per- 
spective; it is nearsighted, not farsighted. 

Within the past few weeks we have had a 
considerable rally in the quoted values of 
standard stocks. To be sure this rally was 
not as general as it might well be, many stocks 


THE MAGAZINE OF WALL STREET. 


usually responsive to improving conditions 
moved upward only to a small extent. In this 
we suspected an effort to give appearance 
of improving conditions without basis of fact. 
And behind this was the ever present reason 
which soon became known, the need to create 
optimism in the mind of the investing public 
in order that it might be readily induced to 
absorb the large supply of new investment 
bonds great banking interests had contracted 
to distribute this spring. Railroads and large 
corporations needed new capital and it was 
hoped, as in the past, to obtain it from the 
public. Most attractive interest returns for 
this class of securities were held out as an 
inducement, but for some very good reason the 
public failed to respond. 

Seeing this, the great banking organizations 
called off the big bull move that had been 
planned, the situation generally being re- 
garded as hopeless for the time being. Pre- 
paration for the campaign had been begun as 
early as the middle of January, but soon after- 
ward it was found inexpedient to start from 
that level and the subsequent and final pre- 
paration was made in the month of March. 
The public, for once nearly right in its 
diagnosis, could see little reason for an ex- 
tended rise and gave the large operators but 
small help at the rising figures. In this failure 
of the public to respond to a _ seemingly 
changed order of things did the big insiders 
sense forebodings of evil portent? But they 
did not despair, and the “Spring Rise” went 
merrily on, with the public looking on enjoying 
the free music and refusing to dance. This 
much is now history. 

The failure of the $30,000,000 St. Paul bond 
issue to be quickly subscribed for is, to my 
mind, the most significant event of this time. 
As soon as this became known conferences 
were held among the bankers. Money was 
urgently needed, but it was clearly evident that 
the time was not propitious for securing it. 

The truth is the public has been drained of 
surplus money by investments in hundreds of 
industrial promotions which promised better 
than usual returns, as well as through an over- 
indulgénce in money consuming pastimes un- 
known and non-existing in other times of equal 
if not greater business expansion and exten- 
sion of credit. The result of the conferences 
was a determination to withhold further large 
issues of bonds until more favorable times. 

J. P. Morgan & Co., who. secured a 
very profitable commission for the distribu- 
tion of the vast Interborough subway issue 
and had contemplated offering $78,000,000 
worth of public subscription, at once decided 
to defer the offering until fall. When we 
consider that these bonds are not only a first 
lien against a great railroad corporation con- 
trolling perhaps the most valuable franchise in 
the world, and carried the sponsorship of one 
of the world’s strongest banking business 
houses, as well as the guarantee of the wealth- 
iest city of modern times, we obtain a rather 
clear understanding of the actual money situa- 
tion of the world which no study of com- 
parative figures or rates will give us. 
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Money is tight, money is scarce, money is 
dear—all this is as clear as the light of day. 
Money our great fundamental enterprises 
must have, sooner or later. That time is near 
at hand. With capital, as with living things, 
it is ever the survival of the fittest. If the 
public’s funds which are needed by the rail- 
roads are now tied up in the automobile and 
other less essential industries then it is only 
a question of a short time when the weaker 
must yield to the stronger. 

Improved banking and currency measures, 
if given in time, might help to some extent, 
but the cause is deeply seated and has been 
years growing to its present condition. We 
shall get over it and the great public will, for 
a time, be chastised to the point of once again 
realizing that a safe investment paying 5 per 
cent. is better than paper lures of promoters 
promising much, yet yielding little save 
disaster.—T. S. 

April 28, 1913. 


Selling on a Scale. 


What do you mean when you say in the 
“Trend Letter” “Get short on a scale”? I in- 
tend to deal in about 500 or 600 shares at a 
time. Do you advise me to distribute the 
amount into each of your six leaders? Or con- 
centrate on one or two amongst the lot ?—B. 

The expression “Get short on a scale” means 
to sell, say, 100 shares at 63, another 100 at 64, 
65, etc., but we are not advising in this way 
at present. Our instructions now are to divide 
commitments among five or six of the leaders 
and buy or sell as the case may be at the 
market price. In other words, we do not use 
the scale method. It is best to distribute your 
trades among several stocks, as you thus get a 
good average profit if the trade goes your way. 
No one can tell which stock will move the 
most. 


Information for Students. 


Would you recommend the Wharton School 
of Finance (Penn. University) as one of the 
best of its kind? Or is there a better school? 
What good books would you recommend as a 
foundation for an unbiased knowledge of bank- 
ing and stock trading in general ?—T. 

Your best course would be to purchase all 
the back numbers of our magazine, as the in- 
formation contained therein is obtainable no- 
where else. In these magazines, you will find 
frequent reference to other publications which 
will help you in your study along the lines 
which seem best adapted to your taste and cir- 
cumstances. The Wharton School of Finance 
is one of the best in the country, but you can 
get more practical knowledge from the bound 
volumes of our magazine than from any school 
or other source of any kind. Doubtless you 
| our book catalog—if not just drop us a 
car 


Interpretation of Trend Letter. 


What do you mean when you say “Take 
eight points profit with the idea of putting 
some other stocks out higher”?—G. T. 
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The expression “Take eight points profit 
with the idea of putting some other stocks out 
higher” was used in one of our “Trend 
Letters” at a time when those who had sold 
Union Pacific (we believe it was) short, had 
eight points profit, and we advised our sub- 
scribers to close these trades on the short side, 
in the belief that there should be an oppor- 
tunity to sell some other stocks short when 
the market recovered somewhat. 


Trading by Bank Employee. 

As a follower of your “Trend Letter” I have 
been a margin trader in three or four broker- 
age houses. I am now obliged to close my 
accounts as I am an employee of a bank. I 
naturally do not wish to stop trading as I have 
made money and I also hold a good position 
in this bank. Can you kindly suggest any way 
that I may continue trading ?—E. C. 

We suggest that you either buy your stocks 
outright or carry them in a loan with the 
bank where you are employed. In this way 
you will be showing the bank officials exactly 
what you are doing all the time and they may 
not dbject to it any more than if you bought 
a house for $10,000 and borrowed $7,000 from 
the bank on a bond and mortgage. You can 
only operate on the long side, of course. 


Security Insurance. 


Is there such a thing as security insurance? 
I mean is there a company in existence which 
insures the dividends and principal of a 
security being paid when due?—J. 

We have never heard of security insurance 
outside of real estate mortgage bonds, issued 
by some of the title guaranty companies. 


Average of 10 Bonds. 


Is it possible to ask Mr. Fales for a list of 
the ten bonds used in his graphic published 
in the March number ?—T. 

The ten bonds used in the graphic published 
in the March number were as follows: 
Atchison gen. 4s 1955; C. & O. Ist con. gold 
5s 1939; C., M. & St. P. gen. mortgage “A” 
4s 1989; L. & N. unified 4s 1940; M., K., T. 
Ist 4s 1990; N. Y. C. & H. R. West Shore 
guaranteed 4s 2361; Nor. & W. Ry. Ist con. 
4s 1996; Nor. Pac. prior lien 1997; Reading 
gen. 4s 1997; Union Pac. Ist mtg. 4s 1947. 


Too Easy. 


Supposing I bought 20 shares outright of 
Steel common, and to protect it against de- 
preciation in price I sold it short on 3-point 
margin— 

20 shares bought outright 
20 shares sold on 3-point margin 6 


$1,260 
$100 

which would be about 8 per cent. on $1,260. 

Of course I gain nothing by rise or fall in 


Dividend return on 20 shares.. 


price. Is this plan possible?—J. M. 


You would be out of the market. That is, 
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you would neither be long or short. You 
would pay commission on forty shares of 
stock, namely $5. Also forty cents tax. You 
would gain nothing in dividends, as the 
dividends you would receive on your long 
stock would be offset by the dividend which 
would be charged to you on your short stocks. 
Furthermore, if you sold short on a 3-point 
margin, you would have to deal with a 
bucket shop (if you can find one) and what- 
ever margin you deposit might be a loss in 
case the bucket shop failed. Your plan is 
impossible, and your conception of it is based 
on the misapprehension that you would receive 
dividends on long stock and not have to pay 
them on short stock. 


Stop Order and Ex-Dividend. 


Is my broker doing right by por B ia: 
stop on Amal. Copper because it sold ‘ 
without my orders, or is that the regular w ae 
of doing business when one is short? I am 
sorry I did not subscribe for the “Trend 


Letter” when it first started, as I would have 
been so much ahead.—J. R. 

Your broker is doing exactly right in re- 
ducing your stop order in this case. 


Sales in London. 


How do the number of shares bought and 
sold in London figure in your computations as 
to the effect of supply and demand? If you 
use only the total transactions recorded in 
New York City, is not the situation influenced 
by the sales across the water, which may be 
different from our own?—O. K. 

No record is made of tiic number of shares 
bought and sold in London daily. Therefore 
these figures can not enter into our calcula- 
tions. There are times, such as recently, when 
the London market has been stronger than 
ours, almost every day. This has certain 
si ificance which was explained in our 

rend Letter” of April 17. 


Selling Short. 


Please explain the terms “short covering” 
and “sell short.” I see the term “sell short” 
used where it seemingly has different mean- 
ings. In fact, I don’t understand just how a 
short dealer operates and will appreciate very 
much if you will explain the operation. Ex- 
ample: If a customer buys Bethlehem Steel 
at, say, 36 on margin, and puts up $5 per share 
and keeps it good at all times, and the stock 
drops, say, to $2, and the customer desires to 
buy the shares outright and hold them, will 
he lose the margin put up or can he use the 
$9 put up toward paying for the stock out- 
right ?—D. W. B. 

The term “sell short” means simply that 
the operator makes his sale first and his 

urchase later, thus reversing the usual order 
in which mercantile transactions are made. 
The stock which he sells “short” is delivered 
by the broker in the regular way. The broker 
has stock on hand which he can use for the 
purpose, or if not, then he borrows the cer- 
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tificate from some one else who has it, de- 
positing cash as security for the return of the 
certificate when wanted by its owner. The 
term “covering shorts” refers to the purchase 
of stock to balance the short sale which has 
been previously made. 

If a customer buys a stock at 36, and it 
declines to 32, his loss is $4 a share, no matter 
whether he owns the stock outright or carries 
it on margin, and regardless of the amount 
of additional margin which he may have in 
his broker’s hands. If after the decline to 32, 
he desires to take up the certificate and pay 
for it in full, he can do so by remitting to 
the broker whatever additional amount may 
be necessary to equal the value of the stock. 
If he has deposited with the broker $9 a share, 
he can take up the certificate for cash by 
remitting the remainder of the $36 a share, 
the price he paid, viz., $27 a share. 


Bank Clearings. 

Your “Essential Statistics” shows bank 
clearings for March greater than March, 1912, 
but other publications give them as less. 
Please explain this.—J. 

You will notice that the total bank clearings 
for the U. S., in “Essential Statistics,” were 
less for March, 1913, than for March, 1912, 
but bank clearings of the United States, 
excluding New York City, were more than in 
the preceding year. This is explained, of 
course, by the unusual dullness of business in 
Wall street, so that New York City clearings 
are running smaller than last year. 


Excess Deposits. 

1 have been very much interested in G. c 
Selden’s article on “Investing for Profit,” in 
the April issue, but I am unable to see how 
he gets the Excess Deposits. I am enclosing 
a bank statement of the condition of the banks 
March 29, and would thank you very much to 
tell me if this is the correct statement on 
which to figure the Excess Deposits. Kindly 
state what figures are used—W. T. 

The bank statement you send includes all 
Clearing House Members, while the one used 
in the graphic accompanying “Investing for 
Profit” is the statement of Clearing House 
Banks only, excluding the Trust companies. 
This matter was fully explained in the cor- 
responding article in the March issue. 


Not So Many. 


Enclosed is check for $3 for one year’s 
subscription to the magazine, which is des- 
tined to take a place as one of the important 
publications of the country, and there are not 
so many in this class.—C. A. S. 


A Life Subscriber. 


I have not received my magazine this month. 
Please send it to me here at until 
further orders. As I remarked once before 
to you, I am a life subscriber, so don’t stop 
my paper under any circumstances. It would 
be useless to try to tell you how much I have 
gleaned from its pages.—B. F. 





RECENT MARKET 


Averages. 

I notice you refer to the New York Times 
stock averages. What are these and how are 
they used?—J. B. 

The Times began publication of these aver- 
ages in January, 1912. They appear daily in 
the following form: 

STOCK MARKET AVERAGES. 

The average quotations of twenty-five lead- 
ing railroad and twenty-five industrial issues 
and of these two groups of stocks combined: 

1913. 


RAILROADS. 

. Low. Mean. Last. Changes. 
1 83.70 84.05 8418 + .74 
83.33 — .85 
83.51 + .18 
83.55 + .04 
83.67 + .12 
83.36 — 31 
83.14 — 22 
83.55 + 41 
83.16 —+.39 
82.94 — .22 


May 
May 
May 
May 
May 
May 
May 
May 
May 
May 


e 


SS 
By 
SSsossee: 


3 5 2 23 8 88 
Bg 


SBS 
BRRLBK 
85 25 25 25 25 


INDUSTRIALS. 
57.74 


57.35 
57.53 
57.54 
57.39 
57.19 
57.30 
57.33 
57.01 


57.81 
57.17 
57.49 
57.53 
57.51 
57.33 
57.14 
57.50 
57.30 
56.93 


May 
May 
May 
May 
May 
May 
May 
May 
May 
May 


+ 6] 
— 64 
+ .32 
+ 04 
— 02 


MOVEMENTS. 


ComMBINED AVERAGE. 
70.62 70.89 
70.59 
70.40 
70.54 
70.57 
70.39 
70.18 
70.30 
70.35 
70.04 


The stocks used are as follows: 

Railroads.—Atchison, T. & S. F.; Atlantic 
Coast Line; Baltimore & Ohio; Chesapeake 
& Ohio; Chicago Great Western; Chicago, 
M. & St. P.; Chicago & Northwestern; Den- 
ver & Rio Grande; Erie; Erie lst pfd.; Great 
Northern pfd.; Lehigh Valley; Louisville & 
N.; M. K. & Texas; Mo. Pacific; New York 
Central; Norfolk & W.; Northern Pacific; 
Penna. R. R.; Reading; Rock Island; South- 
ern Pacific; Southern Ry.; Union Pacific; 
Wabash pid. 

Industrials —Amalgamated ; Am. Ag. Chem- 
ical; American Beet Sugar; American Can 
pfd.; American Car & Fdy.; American Cot- 
ton Oil; American Loco.; American Smelters ; 
American Tel. & Tel.; Central Leather; Con- 
sol. Gas; Great Northern Ore ctfs; Inter- 
national Harvester; International Steam 
Pump; National Lead; People’s Gas; Pressed 
Steel Car; Republic I. & S.; Tennessee Cop- 
per; U. S. Rubber; U. S. Steel; Utah Copper; 
Va.-Ca, Chemical; Western Union; Westing- 
house. 


67 
74 
25 
04 
0S 
25 
.20 


38 
29 
30 


May 
May 
May 
May 
May 9 
May 
May 
May 
May 
May 


L141) I +4414 





Recent Market Movements 








The following declines and recoveries of 
the various groups of stocks and individual 
stocks may be interesting to students and 
traders. I have made my own deductions, and 
would welcome the opinion of others. 


20 Rails 


124 October 12, 1912. 
108 March 15, 1913. 


16 point decline. Rallied April 4 to 113, 5 
points, or 31 per cent. of decline. 
10 Rails 


130 September 30, 1912. 
111 March 19, 1913. 


19 point decline. Rallied to 118 April 4, 7 
points, or 37 per cent. of decline. 
5 Active Stocks 


123 September 30, 1912. 
98 March 19, 1913. 


25 point decline. Rallied to 108 April 9, 10 
points or 40 per cent. of decline. 


Reading 


178 October 15, 1912. 
152 March 10, 1913. 


point decline. Rallied to 169 April 9, 
points (16% actual), or 61 per cent. 
decline. 

Canadian Pacific. 

September 28, 1912. 

March 11, 1913. 


point decline. Rallied to 244 April 18, 
points, or 41 per cent. of decline. 
Amalgamated Copper. 


93 October 4, 1912. 
66 February 25, 1913. 


27 point decline. Rallied to 79 April 9, 13 
points, or 49 per cent. of decline. 
Steel Common. 

29 September 30, 1912. 
58 March 10, 1913, 


22 point decline. Rallied to 66 April 4, 7% 
actual points, or 33 per cent. of decline. 
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Note the considerable differences in the per- 
centage of recoveries. Steel, of all the active 
stocks, responded most feebly to upward urge. 
Evidently manipulators worked but little with 
it unless the small advance it had was used to 
give out stock insiders could not dispose of at 
higher levels. 

Comparing the work of the 20 Rails and the 
5 actives from the January, 1913, high figures 
to the April highs to date gives the following : 

20 Rails 
118 January 9, 1913. 
108 March 15, 1913. 


10 point decline. Rallied to 113 April 4, 5 
points or 50 per cent. 
5 Active Stocks 
111 January 2, 1913. 
99 March 19, 1913. 


12 point decline. Rallied to 108 April 19, 10 


points, or 84 per cent. of decline. 
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Contrasting the percentage of rally made by 
these two stock groups gives an enlightening 
view of recent action. That there should be 
some important difference is apparent because 
of the character of the stocks used. Yet the 
percentage method of comparison should find 
them, all other considerations overlooked, 
more closely in line with each other. 

If the rally we had within the last thirty 
days was the result of an actual improvement 
in underlying conditions (which our studies 
would lead us to discredit) why should not 
the general market enjoy it to an extent more 
fully in keeping with that given more easily 
manipulated and showy favorites? 

Conclusions from the above comparisons 
from my viewpoint are necessarily bearish, 
confirming the opinion that the recent advance 
was, in the case of the whole market, only a 
normal rally in a well defined bear market. 
—S. L. T. 

April 19, 1912. 





Ep. Note.—These figures and percentages 
may be more easily grasped by means of the 
graphic herewith: 


Group or Issue. Period. 
5 Active Stocks.............. Jan. 2 to Mar. 
cia ch ts ccndhuackon Oct. 15 to Mar. 
SP CRN +. on su'g han bance a Jan. 9 to Mar. 
PR: MANE. sc ccccvdecetee Oct. 4 to Feb. 
OS ae Sept. 28 to Mar. 
DS IUD SHOE. ook cc cccdccces Sept. 30 to Mar. 
oe. COLL OPP EEE TES Sept. 30 to Mar. 
ME I ick Sis wc sare asd oue Sept. 30 to Mar. 
Br ETA ck wh40 bes seunseaue oe Oct. 12 to Mar. 


From this we see that the greatest per- 
centage of rally in the period from January to 
March was in the five active stocks, this being 
not far from double the rally in 20 Rails for 
the same period. It is plain that those who en- 
gineered the move were bent upon whipping 


the big short interest in these stocks. And we 
rather suspect that large operators, who were 
not able to sell as many shares as they desired 





Per. Cent. of Rally. 
10 20 30 4 50 & 70 8 


























in the decline of the first three months this 
year, found in this short interest the only real 
buyers. 

This point was commented upon in our 
“Trend Letter” of April 24, 1913, wherein we 
stated that the weakness in the high grade 




















Mar. 1913. Points Rallied. 
Low. Rally. (SSF ERAHSwR PAs A FZ 

Canadian Pacific.... 218% 24534 
ee 152% 168% 
Amalgamated .,.... 66% 79% 
Lehigh Valley....... 152 164% 
Union Pacific....... 145% 156% — 
Am. Smelters....... 63% 73% 
ee ae 58% 643% —_——— 

t. Northern..... 124% 131% 

hic., Mil. & St. Paul 107% 113% — 
So. Pacific.......... mK To April 24. 

N. Y.,N.H.& H.... 113% 119 —— % Declined to 109% 
Northern Pacific. . 114 119% —— 
eee 10034 104 --— 
N. Y. Central....... 104% 108 a “3 Declined to 101% 
Illinois Central...... 6 ts... —— os . “ 116 
Ches. & Ohio........ 70 2a4— . “ 6 
Balt. & Ohio........ 99% 10134 — _—_ “¢ “ 9% 
Pennsylvania ....... 118 119% — Mihai « in “ 113% 




















railroad stocks was one of the most important 


developments in recent markets. For the 
leading rails not only failed to rally in fair 
proportion to the others, but several issues 
declined from six to ten points under their 
March lows, as shown in the table at bot- 
tom of page 154. 


NEW STOCK EXCHANGE LEGISLATION. 
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From this it was observed: (1) that the 
rally early in April was only an interruption 
in the decline so far as about half the stocks 
mentioned were concerned. (2) The greatest 
advance was in Canadian Pacific and the other 
highly speculative issues in which a large short 
interest existed. 








New Stock Exchange Legislation 








came law of the State of New 
York, on being signed by Gov- 
ernor Sulzer: 

Bill prohibiting stock and other ex- 
changes from making an agreement to 
preveni members of an exchange 
from dealing at the regular rates of com- 
missions, with members of any other ex- 
change, as follows 


b ger following three bills recently be- 


the 


An Act to amend the penal law, in relation 
to discriminations by exchanges or the mem- 
bers thereof. 

The People of the State of New York, rep- 
resented in Senate and Assembly, do enact as 
follows: 

Section i. Article 40 of chapter 88 of the 
laws of 1909, entitled “An Act providing for 
the punishment of crime, constituting chapter 
40 of the consolidated laws,” is hereby amend- 
ed by adding at the end thereof a new section, 
to be section 444, to read as follows: 

§ 444. Discriminations by exchanges or mem- 
bers. No exchange, voluntary association, or 
corporation, heretofore or hereafter formed, 
or organized, for the purpose of afford- 
ing to its members, or to others, facilities 
for dealing or trading in stocks, bonds 
or other securities, or in commodities, shall 
make or enforce any by-law, rule, regulation, 
resolution or agreement, the purpose or re- 
sult of which shall be to forbid or prevent 
the members of such exchange, voluntary 
association, or corporation, from dealing, at 
the regular rates of commission, with or for 
the members of any other exchange, voluntary 
association, or corporation formed or organ- 
ized for like purposes, nor shall any such ex- 
change, voluntary association, or corporation 
penalize or discipline or attempt to penalize or 
discipline its members, or any of them, for an 
infraction of any such by-law, rule, regula- 
tion, resolution or agreement; and no member 
of any such exchange, voluntary association, or 
corporation shall refuse to deal or trade for 
or with any customer who desires said mem- 
ber to trade or deal for or with him in accord- 
ance with the same terms and conditions as 
those observed in transactions between such 





member and other customers. Any corpora- 
tion violating any of the foregoing provisions, 
and any person participating in the acts herein 
forbidden to be done by any exchange, volun- 
tary association, or corporation, and any mem- 
ber of any such exchange, voluntary associa- 
tion, or corporation refusing to deal with or 
for any customer as above provided, is guilty 
of a misdemeanor. 

ar This act shall take effect September 1, 


Bill providing that the reporting or 
publishing of fictitious transactions in 
securities, with intent to deceive, shall 
constitute a felony, as follows: 


An Act to amend the penal law, in relation 
to reporting or publishing fictitious transac- 
tions in securities. 

The People of the State of New York, rep- 
resented in Senate and Assembly, do enact as 
follows: 

Section 1. Article 86 of chapter 88 of the 
laws of 1909, entitled “An Act providing for 
the punishment of crime, constituting chapter 
40 of the consolidated laws,” is hereby amend- 
ed by adding at the end of a new section, to 
be section 951 thereof, to read as follows: 

$951. Reporting or publishing fictitious 
transactions in securities. A person who, with 
intent to deceive, reports or publishes, or 
causes to be reported or published as a pur- 
chase, or sale of the stocks, bonds or other 
evidences of debt of a corporation, company 
or association, any transaction therein, 
whereby no actual change of ownership or in- 
terest is effected, is guilty of a felony, pun- 
ishable by a fine of not more than $5,000, or by 
imprisonment for no more than two years, or 
by both. 

§ 2. This act shall take effect immediately. 


Bill providing that making of false 
statements or advertisements as to the 
securities or financial conditions of a cor- 
poration, company or association, shall 
constitute a felony, as follows: 


An Act to amend the penal law, in relation 
to false representations concerning securities. 
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The People of the State of New York, rep- 
resented in Senate and Assembly, do enact as 


follows: 

Section 1. Article 86 of chapter 88 of the 
laws of 1909, entitled “An Act providing for 
the punishment of crime, constituting chapter 
40 of the consolidated laws,” is hereby amend- 
ed by adding at the end of a new section, to 
be section 952 thereof, to read as follows: 

§952. False statement or advertisement as 
to securities. Any person, who, with intent to 
deceive, makes, issues, or publishes, or causes 
to be made, issued or published, any statement 
or advertisement as to the value or as to facts 
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affecting the value of stocks, bonds or other 
evidences of debt of a corporation, company 
or association, or as to the financial condition 
or facts affecting the financial condition of any 
corporation, company or association which has 
issued, is issuing or is about to issue stocks, 
bonds or other evidences of debt, and who 
knows, or has reasonable ground to believe 
that any material representation, prediction or 
promise made in such statement or advertise- 
ment is false, is guilty of a felony, punishable 
by a fine of not more than $5,000, or by im- 
prisonment for not more than three years, or 
by both. 

§2. This act shall take effect immediately. 





Readers frequently ask to be referred to responsible brokerage houses. In making 
such a request, please state what amount you have for investment, or in what sized lots 
you wish to deal. Also state what large city is located most conveniently to you, or if 





you have any preference in this regard. 





We refer our readers only to such houses as we would consider safe custodians of 


our own funds, but of course can take no further responsibility. 











The Figure Chart 
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The following figure chart completes the chart on page 108 of the July, 1910, Macazine 
It is based on the daily average closing bid price 
of 20 standard railway stocks, and gives a general view of the course of the market since 


or WALL StREET, down to date given below. 


June, 1910. 
June Sept. Nov. 
é Jane , 27. 23. 


July 
, 27. 
1910, 


MANIC 
NWP UANIOO 
OCOKNWwWAm 
—rNws 
MANDOOCOKN 


ANWOON 
NOOO 





Apr. 
20, 
1912. 


May 


SCH NROwWhUAN 
Cou 

ComNw& 
Con 


*In order to condense the chart, only the last figure of each number is given. Thus 9 rep- 
resenting 119, etc. 

















Essential Statistics Boiled Down 











view of the financial and industrial | (or nearest month obtainable) 


in 


each of 


T* figures below give a complete | comparisons for the corresponding month 


| 


situation, with the best available | the four preceding years. 


Average Average Per Cent. Per Cent. Per Cent. Per Cent. 


Money in 


Money Money Cashto Loansto Cashto Loans to Circulation 





Rate Rate Deposits, Deposits, Deposits, Deposits, Per Capita 
Prime European New York New York All All First of 
Commer- Banks  Clearing- Clearing- National National Month. 
cial Paper house house Banks. Banks. 
New York. Banks. Banks. 
I iin niteat shisaleds 5% 4% 26.2 100.2 open os $34.56 
=: Seer 5% 4% 26.0 100.2 14.9 103.8 34.46 
S| eee 5% 5 25.7 100.6 iter ow 34.56 
 inncs cowenes 4% 3% 26.1 97.2 16.3* 103.3* 34.56 
i Oe 3% 3% 28.2 96.3 17.1T 105.3t 34.55 
ae = eee 4% 35% 26.8 101.5 16.07 104.5t 34.45 
i OS RE 3% 3 26.0 95.6 18.2* 103.3* 34.92 
*April. March. 

New Securi- Bank Balance of Balance of 

ties Listed Bank Clearings Gold Trade 

N. Y. Stock Clearings of U.S. Movements Imps. or 

Exchange of U.S. Excluding —Imports or Exports 
(000 omitted) (O00 omitted) N. Y. City. Exports. (000 omitted) 

(000 omitted) (000 omitted) 

a eer — $14,272,544 A ahs Ex.$55,600 
March, 1913.. ‘ $43,250 14,109,999 6,223,813 Ex.$13,695 Ex. 32,025 
April, = edi iia 212,443 14,974,996 6,144,840 Im. 2,075 Ex. 16,729 
7 Ee lia ah 133,488 12,403,608 5,433,794 Im. 3,019 Ex. 38,160 
_ 1910 cake dened 114,749 14,045,487 5,703,725 Ex. 34,182 Im. 811 
" ae 124,666 13,692,120 5,077,392 Ex. 2,992 Ex. 3,007 





Bradst’s English Whole- Produc’n Price U.S. Produc- U.S St'l 
Index of Index of sale of Iron of tion of Cop- Co. Unfill. 
Commod- Commod- Price of ( Tons.) Copper. per (Lbs.) Tonnage. 
ity Pes. ity Pcs. PigIron. (OO00o’td.) (Cents.) (O0000'td.) (0000'td.) 








| ere 9.14 2,729 $15.25 sani 15.7 walle pane 
po" 4 ae 9.30 2,717 15.65 2,752 15.5 135,000 6,978 
March, 1913........ 9.40 2,717 16.25 2,763 14.7 136,000 7,469 
—“—_ eae 9.27 2,693 14.15 2,375* 16.0 125,000* 5,665* 
<< Tair 8.46 2,554 13.95 2,065* 11.9 118,000* 3,218* 
_— =a eee 9.03 2,416 15.00 2,483* 12.5 117,000* 5,402t 
Fs is anleoxd 8.30 2,197 14.50 1,738* 12.8 113,000* 3,542+ 
*April. March. 
Babson’s 
Net Building Business Average, 
Surplus Operations, Failures. Winter 10 Lead- 
of Idle Twenty Total Wheat ing R. R. 
Cars. Cities. Liabilities. Condition. Bonds. 
May, 1913....... ae dink sine ee Ae 91.9 928 
April, 1913...... 39,799 $51,616,932 $18,099,702 91.6 93.5 
March, 1913..... 57,988 46,702,029 22,564,866 dss 94.3 
cu S&S ie 79,389 65,012,418 15,528,716 79.7* 97.6* 
ws RL onan 186,053 54,315,271 15,102,213 86.1* 98.6* 
vs 1910...... 77,357 61,350,965 21,051,114 82.1* 97.9* 
o TSOP... .. 000 296, "320 71,435,000 17,394,207 83.5* 102.2* 











The Situation Summarized 








[While an attempt is here made to divide the important factors into favorable and 


unfavorable, this classification is for convenience only. 


It should be fully recognized 


that the same factor may have a bullish effect in one direction and bearish in another, 
or may be bullish in its immediate influence, but containing dangerous possibilities for 


the future. 


Also, it would be impossible to strike a balance in this way, as one bullish 


factor might be so important as to outweigh all bearish considerations, or vice versa.] 


Favorable 


xcellent crop outlook and plentiful sup- 
FE. ply of moisture in the soil are bullish 
considerations of the most funda- 
mental character. It is, of course, far too 
early to forecast crops with any certainty, 
but a crop well started is half grown. 

Peace prospects abroad are brightening 
and the Powers have the situation well in 
hand. 

Release of gold now hoarded in Europe, 
while it will be slow and gradual, will 
nevertheless be very important in expand- 
ing the metal base on which credit rests. 
If this situation works out as now expected, 
it may permit us to regain next fall some 
of the gold which has been exported this 
spring. 

Continued large exports, with imports 
somewhat limited by prospect of tariff re- 
duction, are working in the same direction 
—possible gold imports later in the season. 

Firmness of copper prices, with a big 
reduction in stocks of copper on hand in 
the United States and only moderate stocks 
available in Europe, is a strong element in 
the situation. The lessening of stocks was 
due to both heavy domestic consumption 
and large exports. 

Railway traffic is well maintained. In 
fact, scarcely any fault can be found with 
gross earnings in any section of the country, 
with perhaps the exception of New Eng- 
land, where the tariff revision is taken more 
seriously by business men than anywhere 
else. Net earnings suffer from increased 
expenses and are “spotty”—that is, widely 
different on different lines. 

Stocks of merchandize low all over the 
country. This is partly the result of pros- 
pective tariff changes, partly due to more 
modern business methods, which require 
fresh stocks, and partly to the feeling of 
conservatism which has characterized the 
temper of trade for several years. 

Cessation of liquidation in the stock 
market seems to indicate that the floating 
supply has drifted into stronger hands, at 
least temporarily. At this writing the 
technical position of stocks appears good. 


A large short interest is generally be- 
lieved to be outstanding. 


Unfavorable 


he big foreign financing which over- 

T hangs the European situation creates 

a feeling of financial tension on both 

sides of the water. Our own capital re- 

quirements ‘are also heavy, especially those 
of the railways. 


Reception of recent foreign loans by the 
public has been rather disappointing. The 
Indian Railway loan was practically a 
British government obligation paying bet- 
ter than four per cent., yet underwriters 
had to take 90 per cent. ‘of it. This condi- 
tion is reflected in America in the low 
prices for the best bond issues. 


Gold exports to Paris are an evidence of 
earnest desire of European banks to attract 
gold whenever possible. We can spare the 
gold now, but are likely to need it in the 
fall. 


Comptroller’s Report showed per cent. 
of legal reserves on April 4 to be only 20.4, 
the lowest since March, 1907. Loans keep 
expanding, but the cash behind them does 
not grow to correspond. 

Banks are still large holders of securities, 
which could not be readily liquidated in the 
present market. This might prove a 
threatening feature in case of stringent 
money in the fall. 

Tariff legislation is, of course, 
a restrictive influence on trade. 

A tendency to contraction in general 
trade is ncticeable, though the change is 
not as yet very pronounced. 

The steel trade shows a considerable 
falling off in orders on hand and current 
business is at least 25 per cent. less than 
shipments on old orders. Iron prices have 
shown a rather unexpected weakness for 
some time, in view of the heavy require- 
ments of the steel mills. 

Reduction of New Haven dividend has 
had a depressing effect on sentiment, es- 
necially in New England. It was partly 
due, of course, to local causes. 

General tendency to extravagance, in- 
dividual, national and corporate, is one of 
the underlying factors that work against 
the accumulation of capital needed by in- 
dustry. 


exerting 











The Market Outlook 


Some of the Factors Beneath the Surface of Current Events 
By G. C. SELDEN 








the stock market during the past 

month. This condition has been fre- 
quently referred to as a “dead-lock,” but it has 
seemed to me more like the pendulum coming 
to rest. 

It is generally assumed that there must be a 
large short interest in the market, after such a 
long decline. This is one of the points on 
which it is most difficult to get accurate in- 
formation. Such conclusions are formed by 
getting more or less confidential reports from 
a dozen or more different brokerage houses; 
but of course none of these houses will permit 
their books to be checked over, and their 
statements in regard to the size of the short 
interest are apt to be rather hazy. A broker 
who is bullish and has many of his customers 
long of the market can usually see a big short 
interest—in other houses. On the other hand, 
the broker who actually has a big short inter- 
est open on his books will be wary of admitting 
that fact, since a general knowledge of it 


Gr tte stock has been the feature of 


might work against his own customers. Hence 
there must always be a good deal of guess- 
work about the short interest. 

If there is a big short interest, the stubborn- 
ness with which it holds its position is quite 
remarkable. The developments of the last 
few weeks have been noticeably less bearish 
than previously, and several favorable factors, 
which will be discussed below, have entered 
into the situation. Yet the market has not re- 
sponded, and has merely settled down into 
dullness and temporary immobility. 

Important Matters Pending.—At least 
three questions of great importance to Ameri- 
can railroads are now pending, in regard to 
which one man’s guess is probably just as good 
as another’s, and as a result most experienced 
investors have hesitated to take a position on 
either side of the market. 

The first is the Union Pacific dissolution 
problem, which at this writing appears to be 
about as far from settlement as ever. The 
bearish effect of this on stock market senti- 


Note.—The above graphic shows (in millions of dollars) the general course of the excess deposits 


and surplus reserves of New York clearinghouse 
movements of standard railway stocks, 
to a non-seasonal basis. 


The upper zero line represents equality of loans and deposits. 
les on which the graphic is based and the exact method of con- 


equal to 25% of deposits. The princip 


banks (leaving out the trust companies), and the 
from 1902 to date. i 
The lines.for surplus reserves and for the stock market are not thus modified. 


road 
The line for excess deposits has been adjusted 


The second zero line represents reserves 


structing it are fully explained in the March and April, 1913, issues of this magazine in articles entitled 
“Investing for Profit.” 
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ment has undoubtedly been greater than is 

warranted by the importance of the questions 
involved to the two companies directly con- 
cerned. Union Pacific has been the leader of 
the railroad list for so long that its position 
has great weight with habitual observers of the 
market. Also, this question of dissolution has 
afforded an opportunity of testing the attitude 
of the new administration toward the railroads 
generally. 

The second is the long-awaited Supreme 
Court decision in the Minnesota rate cases, 
ably discussed in our columns this month by 
Mr. Devoe. 

The third is the application of the railroads 
to the Interstate Commerce Commission for 
an increase of five per cent. in rates. The 
modesty and humility of this request is really 
amusing: Without question many, if not most, 
of the roads are legitimately entitled to such 
an increase, when their business is compared 
with other lines of activity on any fair and 
sensible basis. But with the big earnings and 
high prices of some of the principal and most 
conspicuous companies before them, and with 
the general antagonism throughout the coun- 
try to the monopoly profits of organized capi- 
tal, it is an open question whether the com- 
mission will accede to the request. 

With all these fundamental and far-reaching 
questions in the air, but likely to be settled at 
almost any moment, operations in stocks have 
been attended with more than the usual 
amount of danger and the market has been 
allowed to drift. 

Tariff and currency legislation have had less 
influence in the direction of inactivity, because 
it is possible to form an intelligent opinion as 
to the character and effects of the new tariff 
now in the making, however much the opinions 
of various persons might differ; and because 
currency legislation is still too far away to 
have any important influence on the market. 

troller’s Report on All U. S. Na- 
tional Banks.—The per cent. of cash to de- 
posits of all national banks, as shown by re- 
ports to the comptroller, proved to be very 
low, as expected. In fact, the cash base on 
which loans and deposits rest was narrower 
than ever before at this season of the year 
since Civil War times. 

This was very largely due, of course, to ex- 
ports of about $0,006,080 of gold since January 
1. The addition of that sum to our bank re- 
serves would have eased the situation quite 
noticeably. To that extent the limitation of 
our credit has been due to foreign conditions, 
and the recent taking of $10,000,000 gold by 
Paris at a premium serves to emphasize the 
urgency of the European scramble for gold. 

Within a short time the European money 
markets will be called upon to take care of 
government loans aggregating over $600,000,- 
000, substantially as follows: France, $200,- 
000,000; Turkey, $100,000,000; Balkan allies, 

000,000 or more; China, $125,000,000; and 


qapen, Morocco and Brazil about $100,000,000. 
hese the Brazilian loan has already been 
offered and was poorly taken, so far as public 
absorption was concerned. At the same time 


_cent. lower than it was a month ago. 
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a great deal of gold is being hoarded abroad, 
and the indications are that its return to the 
banks will be slow. It is easy to understand 
why, under these conditions, the Bank of 
France, the most astutely managed of any 
banking institution in the world, is seeking to 
pick up gold wherever obtainable without dis- 
turbing the money markets. 

The mere fact that our national banks’ per 
cent. of cash to deposits is lower than ever 
before for many years does not seem to me in 
itself necessarily disturbing. The tendency 
has been clear ever since the early "90’s for 
the banks to handle more and more deposits 
on the same cash base. This is largely due to 
better co-operation among the banks them- 
selves, as. was strongly in evidence in the panic 
of 1907. Also, more economical methods of 
using cash have come into use, so that the 
same cash is made to do more actual work for 
the banks. 

The ratio of loans to deposits of all banks is 
showing a rising tendency. This is a bearish 
factor, but the movement has not as_ yet 
progressed far enough to be disturbing. It is 
merely one of the things to be watched. Loans 
and deposits of New York banks, as shown on 
the graphic herewith, do not indicate a bull 
market, but neither do they give any serious 
warning of further decline at this time. 


Some Encouraging Features.—The splen- 
did outlook for the winter wheat crop, and 
the favorable start made by all crops, with 
abundant moisture in the ground and excellent 
growing conditions, are fundamental consid- 
erations, the importance of which can hardly 
be exaggerated. “Bumper” crops this year 
would do more than anything else to enable 
us to contend against other adverse factors. 

The copper situation is another bright spot. 
The decrease in stocks of copper in the United 
States during April was over 28,000,000 Ibs.— 
really a surprisingly strong showing. The 
European surplus is also small. The 
growth of copper consumption is the gratifying 
feature and the prospect certainly seems to 
be for firmness in the price of copper metal. 

Another bullish consideration is that prices 
of our best and strongest stocks are unques- 
tionably low, on the basis of dividends and 
earnings. The only warrant for still lower 
prices would have to be found in a belief that 
current dividends and earnings cannot be 
maintained, or in a stringent money market. 
Whatever may be the outlook for the longer 
future, neither of these difficulties is likely to 
arise just now. 

The fall will bring its own conditions in the 
shape of crops and money requirements for 
moving them, which must be studied as they 
arise. It is to be remembered that the Emerg- 
ency Currency Law is still in force, and that 
any continued stringency in money would 
bring considerable quantities of this currency 
into circulation. In the meantime, call money 
is easy and commercial paper is about one per 
It seems 
quite possible that pessimism is being some- 
what overdone. 











The Story of This Magazine and Its Trend 
Letter 


By RICHARD D. WYCKOFF, Originator of Both 








Y earliest recollection of Wall 
Street is when, a boy of eight, 
my father took me to New York 

and into an office in the old Exchange 
Court Building. There I saw another 
boy putting ink on a little black wheel 
attached to the top of a machine which 
printed letters and figures on a long, nar- 
row strip of white paper. This machine 
was, as I: afterwards learned, a stock 
ticker. 

At the age of fourteen I graduated 
from a public school in Brooklyn, and 
a few months later, December 10, 1888, 
“got a job” as office boy and runner in 
a small New York Stock Exchange house 
in the Mills’ Building. Salary, $20 a 
month, 

The firm didn’t do much of a business 
and I had plenty of time on my hands; 
so the office partner said to me, “Rich- 
ard, if you’re going to continue in this 
business you had better study up on these 
railroad stocks, then if somebody asks 
you about Atchison or any other road 
you can tell him where it runs, how long 
it is, what dividend it pays, etc. This 
knowledge is the most essential thing in 
the business.” I took his cue, and pro- 
ceeded to mentally devour everything ob- 
tainable on the subject. 

At that time legitimate brokerage 
houses thought it beneath their dignity 
to issue pamphlets or literature other 
than formal market letters; so I had to 
depend upon “Poor’s Manual” and “The 
Chronicle,” as my only sources of statis- 
tical information. But I learned much 
by reading the financial columns of news- 
papers, bond circulars, etc., and asking 
questions when anything puzzled me. I 
wanted a thorough knowledge of the 
business. 

One of the partners became ill, and 
owing to his protracted absence I was 
made cashier and ran the office. I was 
then seventeen. My new position brought 
me in close contact with the market, as 


. 


well as the clients of the house, and then 
began my study of “the public.” 

It was very clear to me that those who 
were speculating the most knew the least 
about the art. The big fellows of that 
day were Jay Gould, Jim Keene, Addison 
Cammack, S$. V. White and Wm. H. 
Vanderbilt. They and the innumerable 
pools found it an easy task to get the 
rank and file in at the top and out at the 
bottom. There were no $500,000,000 is- 
sues for them to juggle; laws were lax 
and corporation reports meagre. The 
few industrials dealt in were in the un- 
listed department on the Stock Ex- 
change, and some of these companies 
didn’t bother to make reports. So in- 
vestors and traders were left more or 
less in the dark. Few did anything but 
buy and let their losses run. 

All our clients were losing money year 
in and year out. So were the clients of 
all the other houses I knew. In fact, 
everybody in the business at the time ad- 
mitted that it was a losing game for the 
outsider, and if a client didn’t quit or 
go broke in a year he had a long purse 
or other sources of income. 

My firm retiring from the commission 
business, I secured a position as tele- 
phone clerk on the floor of the New 
York Stock Exchange. Here I learned 
just how orders were executed on the 
floor, for the Exchange then occupied its 
old building and the Reck Island crowd 
was just “over the rail” where I could 
see and hear as well as any broker. 

My employers opened a branch in 
Montreal, and I was sent there. This 
enabled me to study the business from 
the standpoint of the out-of-town trader. 
Here, too, they were all losing money; 
ninety-eight per cent. of them bought 
and held. When the panic of 1893 came 
along it cleaned them all out. This was 
the second panic I had experienced, the 
first being the Baring panie of 1890. 

The next good opportunity for me to 
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study the market, the public and _ its 
methods came through my connection 
with a large private wire house. Here 
a system of branch offices and corre- 
spondents, scattered about the country, 
gathered orders from their clients and 
poured them into New York over our 
wires. 

In bull markets our clients made 
money fast. When a slump came they 
lost it faster. We would sometimes call 
for two million dollars additional mar- 
gins in a single day. Losses were fright- 
ful on days like the one which followed 
the death of ex-Governor Flower. 

As I look back on that organization, 
employing about 150 persons, and with 
expenses running $30,000 a month, I can 
see how it was built to “get the orders,” 
and the most essential thing in the whole 
proposition, viz., the welfare of the cli- 
entele, was utterly ignored. It could be 
compared to a great hotel with no roof 
and a rickety foundation. Many guests 
came, but they didn’t tarry long. The 
reason was: Not one of the partners, 
nor those who took care of the clients, 
had sufficient knowledge of the market to 
successfully guide them. Those who did 
business there were fed on tips, rumors, 
news slips, and market letters, and there 
was not a man in the place for whose 
market judgment I would give a hoot. 

By that time I had a small interest in 
the firm. My work did not bring me in 
contact with the clients, but I kept the 
private ledger, so I know the source of 
the million dollars a year (net) which 
we were making. It was derived from 
the commissions paid by those who came, 
lost, and went away, and again the story 
was the same in every brokerage house 
I knew. 

Starting in business for myself, I began 
to come in close touch with investors and 
speculators; so I aggressively renewed 
my study of the market. Watching it 
constantly, I gradually acquired an un- 
derstanding which developed into a sort 
of instinctive reasoning based on the ac- 
tion of the market itself, not on the news 
or the Street gossip. Having been 
through several panics and booms, I re- 
alized both the dangers and the possibili- 
ties of speculation, and my one aim was 
to help my clients make money. The rea- 
son was simple: I was in the commis- 
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sion business. If a client lost he would 
depart and pay me no more commissions. 
If he was successful, he would remain 
and pay me more. In the first case he 
must be replaced ; in the second he would 
bring me other clients. 

I worked hard toward the desired end 
—read, studied and figured and bought 
what I thought was good information. 
I collected and filed everything of value 
bearing on the market, and moved heaven 
and earth to help my clientele, and did 
make big money for them at times. For 
I was a rampant bull in the 1900-1 rise, 
and got most of them out two days be- 
fore the 1901 panic. After the succeed- 
ing rise I was a rabid bear for a couple 
of years till the 1903 panic was over, 
turning bullish when Steel was 10. 

But though I had the main swings 
right, there were important slumps and 
rises that fooled me, and my clients were 
like all others—when I was right they 
wouldn’t follow me, and when I was 
wrong they were sure to.. Then they 
took small profits and let their losses run. 
Thus many a fat margin faded away. 

Although my business was very stc- 
cessful indeed from a broker’s point of 
view, it didn’t satisfy me because my 
clients were not, as a whole, making 
money. I had worked myself into a 
nervous wreck trying to help them, and 
the state of my health demanded a let-up. 
So I closed up my business and my clients 
transferred their accounts to a house 
where I made my headquarters. Here, 
with less responsibility and more time for 
such matters, I began anew my search 
for the solution of the problem, which 
was, I then thought, “good information.” 

A certain large house at that time held 
the center of the stage. Their clientele 
was of the millionaire-plunger type, and 
it seemed to me that a relationship with 
them would be at least another step in 
the right direction. By way of investi- 
gation I sent a friend who opened an 
account with them, depositing a $20,000 
check. In a couple of weeks they made 
him $15,000 on “good information” ; 


whereupon at a sacrifice of several thou- 
sand dollars a year I moved over there 
myself, so that I might learn just how 
the thing was done. 

Here I was thrown in with a coterie of 
operators, who were doing big things in 

















the market—buying control of proper- 
ties, forming pools, attempting corners 
and attracting so much attention that 
their name was in every mouth, and they 
recognized only one master—J. P. 
Morgan. 

- My work took me into high-finance 
parlors, gave me the personal handling 
of large transactions, put me in intimate 
relationship with those who were put- 
ting through some of the most important 
market operations of the time, and sent 
me abroad where I learned much of the 
English operator. 

The sum and substance of this inter- 
esting and valuable experience was this: 
The big operator is only a small trader 
magnified. He makes the same kind of 
mistakes, he suffers enormous losses at 
times, he lacks scientific stock market 
knowledge, he is just as liable to be 
wrong as anyone. He depends upon “in- 
formation” largely, and although he often 
gets this ahead of the crowd, some ad- 
verse influence is likely to upset all his 
plans and result in a big loss. 

I learned that making a_ million this 
year does not insure against the loss of 
two millions next year; that it is not 
what you make, but what you keep that 
counts, no matter how large or how small 
your operations are. Obviously, the an- 
swer was not to be found in that office. 

Secoming temporarily disgusted with 
the business, I turned my attention to the 
investment field for a time; but as we 
were then approaching 1907, and the 
world’s capital was somewhat tied up, 
things were pretty dull in that liné and 
1 had too much: spare time for my active 
disposition. 

For some years back I had considered 
the idea of establishing an educational 
financial periodical, and having arrived 
at a point where I had both capital and 
time to devote to such an enterprise, I 
decided to launch a monthly magazine. 
It was to be devoted to the interests of 
that great public who were so persistently 
losing their money in Wall Street, some 
through speculation, but more through 
investment in stocks and bonds of doubt- 
ful or inflated value. I felt that as a re- 


sult of my past studies and investigations 
I was qualified to present to the public 
what I had learned and to select from 
the ideas and writings of others, those 
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which would probably prove of greatest 
value. I knew there were other people 
working on the scientific side of the 
proposition, and believed I could induce 
them, for a consideration, to contribute 
a portion of their knowledge. 

Everything has its beginning in a bare 
idea, and the measure of our success de- 
pends upon how this idea is developed. 

The magazine was first called “The 
Ticker.” 1 was sole proprietor, editor, 
chief contributor, business manager, ad- 
vertising solicitor, and general work- 
horse. I knew nothing about the literary 
art, nor the publishing business. My 
original plant was a 2 x 4 office and one 
ten-dollar assistant. I worked days, 
nights, Sundays and holidays, and by 
way of recreation, woke up in the middle 
of the night and planned my next day’s 
campaign. 

An experienced publisher would 
doubtless have made it pay sooner, but 
it took me some years and made a big 
hole in $100,000 before this financial 
baby got its nose above water. As the 
owner of a contemporary once said to 
me, “This publishing periodicals in Wall 
Street is a vicarious proposition.” 

I used to ask my readers, “What sort 
of articles do you want?” One of them 
said, “Give us something about Tape 
Reading.” 

Where could one go for such material ? 
James R. Keene was the simon-pure 
specimen of his kind. He had previous- 
ly engaged me to do certain syndicate 
work for him, and I had been obliged to 
spend considerable time in his private 
office during market hours. I had close- 
ly observed him and learned that his 
judgment was based on the action of the 
market. But he wouldn’t write an ar- 
ticle for me or anybody else. 

So, I said, “T’ll write it myself, reason- 
ing it out as I go,” for I had then studied 
the market nearly twenty years, and had 
enjoyed many successful periods of trad- 
ing on my own account. In fact, the 
first volumes of the magazine contained 
a description of methods which I had 
used in the process of evolving a correct 
method. Thus it' came about that in the 
November, 1908, issue of my publica- 
tion there appeared the first chapter of 
“Studies in Tape Reading,” by “Rollo 
Tape,” a nom de plume I had previously 
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used, suggested by the roll of paper tape 
—the closest thing to the stock ticker. 

As I dug into my subject its possibil- 
ities began to unfold and I realized that 
I had been a tape reader for a long 
while back, although I had never sys- 
tematically arranged my ideas on the 
subject. Someone has said that the best 
way to learn a thing is to explain it to 
someone else, thus you make it clear to 
yourself. It proved true in my case, for 
as I proceeded I observed that certain 
phenomena were discernable in large and 
small movements of the markets; that 
there were laws governing these move- 
ments ; that there were processes of pre- 
paration, action and completion going on 
constantly, and that coming events were 
remarkably forecasted thereby. It had 
long been clear to me that financial news 
was timed, or colored, or manipulated to 
facilitate the campaigns of large opera- 
tors, but I never realized how utterly 
misleading “the news” was until I began 
to discard it. 

Before half a dozen chapters of 
“Studies in Tape Reading” were written 
I was convinced that the Laws of Sup- 
ply and Demand, as indicated by the 
transactions, formed the true indicator 
of future market movements, and any- 
one who depended upon news, gossip, 
fundamental factors and (most insidious 
of all) inside information, was sorely 
handicapped, if not actually courting 
disaster. 

In a lecture at the Finance Forum, 
New York,* in January, 1912, I fully set 
forth my reasons why the action of the 
market itself is a better guide than the 
news or the fundamentals. 

It took a year or more to complete 
“Studies in Tape Reading,’ which has 
* since been published in book form and 
is now used as a text book in educational 
institutions. Meanwhile editorial work 
demanded constant investigation of all 
the ideas, plans, methods, suggestions, 
etc., which were used, submitted or in- 
quired about by thousands of traders anil 
investors from every part of the world, 
and as a result of the elimination and 
comparison necessary to ‘the production 
of a first class publication (now recog- 


*Nore.—Copy of this lecture in pamphlet form will 
be mailed upon request. It was originally in Vol. 9, 
Nos, § and 6, of Tue Magazine oF Watt Street. 


nized as the authority in its line) I ac- 
quired a knowledge of what is right and 
wrong in this field, and what will and 
what will not lead to success. I watched 
tape readers, studied mechanical plans, 
learned how successful operators and in- 
vestors were working and observed the 
failures. No trouble or expense was too 
great if I could but fully demonstrate 
an idea in actual market operations. 
The investigationof a single one of 
these propositions involved an expense 
of $2,500. 

Retaining the good and discarding the 
worthless of that which I had succeeded 
in assembling effectively, I found that I 
could make forecasts which were over 
eighty per cent. correct! Mr. Keene used 
to say that sixty per cent. was a win- 
ning average. 

For a period of nearly three years | 
then thoroughly tested these forecasts in 
all kinds of markets, with results that 
absolutely proved the correctness of my 
principles. In other words, I was con- 
vinced that to make money in the stock 
market a man must understand how to 
analyze the transactions. Results were 
splendid so long as I concentrated on the 
market itself and not on what people and 
papers said about it. 

Readers of my publication now re- 
quired frequent advices regarding their 
trading and investment operations, and 
to meet this demand I decided to publish 
a weekly letter devoted to market analy- 
sis and based on a study of the trans- 
actions; for I felt that, as a result of 
long study and practical experience, I 
had now arrived at a point where I could 
guide people successfully. 

My plan was to define the Trend of 
the market, an understanding of which 
I regard as the one thing an investor can 
depend upon, even if he knows nothing 
else about price movements, earnings, 
statistics, etc. To distinguish the Trend 
successfully one must recognize what re- 
lation each movement (large or small) 
bears to the daily, weekly, monthly and 
yearly movements which work incessant- 
ly and simultaneously like wheels within 
wheels. It is like finding your way 
through a maze if you do not under- 
stand the market thoroughly. You must 
keep your bearings just as a ship at sea. 
Few people can read the market accu- 
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rately because they become confused by 
the cross-currents. 

In order to illustrate this point and to 
show how accurately the Trend Letter 
has forecasted the principal movements 
during its first eighteen months, there is 
presented herewith a graphic based on 
the averdge prices of twenty railroad 
stocks, with extracts from Trend Letters 
of the respective dates. While I do net 
use such a graphic, it is a very conven- 
ient form for showing the past record of 
the work. 

Anyone who has attempted similar 
forecasts will readily appreciate the dif- 
ficulties. If he does not, let him, once 
a week or oftener, mail to some friend 
a written and dated prediction, and at 
the end of six or eight months make a 
similar graphic. 

This story is written to show that the 
Magazine and the Trend Letter have 
gradually been evolved from a long and 
serious study of the market, and that be- 
hind both is as sincere desire to help 
others and thus benefit myself. Each of 


these publications has its distinct pur- 


pose: The Magazine to present prac- 
tical plans and methods, the Trend Let- 
ter to show the trend of the market. 
That both have made good is conceded 
by their many friends, some of whom 
point with evident pride and personal in- 
terest to the fact that they have “never 
missed a single issue.” 

Some doubtful inquirers ask, “How 
can you afford to sell these advices to 
other people? Why don’t you keep them 
to yourself?” 

The answer is, that The Trend Letter 
does not in the least interfere with our 
own market operations, nor do our ope- 
rations interfere with The Trend Letter. 
One is obliged to watch the market close- 
ly in order to write such a letter or 
trade for his own account, and we see 
no reason why we should not do these 


things simultaneously, with benefit to 
ourselves and others. 


My position as editor of this publica- 
tion has brought to me from time to 
time persons who desire to consult re- 
garding methods of operating or invest- 
ing, or the choice of securities to meet 
their individual requirements. Some, 
finding themselves badly involved in the 
market, have requested advice as to the 
best way out of their difficulties ; a num- 
ber have expressed a desire to learn tape 
reading. 

Consultations of this character cannot 
reasonably be included with a subscrip- 
tion to the Magazine or the Trend Let- 
ter, and as the time available for these 
matters is limited, I am obliged to make 
a charge for such consultations, which 
are by appointment only. 

Our Trend Letter is especially appre- 
ciated by the business and professional 
man who is unable to watch the market, 
and particularly if he is located at some 
distance from New York. sy our 
method of telegraphing when important 
changes occur (such as make orders to 
one’s broker necessary), the distant sub- 
scriber receives a brief synopsis of the 
Trend Letter the morning after it is is- 
sued. This places him on exactly the 
same footing as a subscriber living in 
New York. And as we endeavor to take 
a position at the turning points of the 
principal swings, our operations are con- 
ducted in “campaigns” varying from 
several days to several weeks. No at- 
tention is required by the subscribers 
meantime. Among our subscribers are 
foreign banking houses, as well as Amer- 
icans who go abroad. We keep them 
posted by cable. Thus the subscriber in 
California or Florida and the millionaire 
in his motor car traveling through Eu- 
rope is kept in touch with the trend by 
means of inexpensive code messages. 
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Live Ideas 
Practical Methods 


Up-to-date Invest- 
ment Information 


Volume Eleven Now Ready 
November, 1912, to April, 1913 


Forecasting Business Conditions (6 ar- 
ticles), by Lawrence Chamberlain—What 
an Investor Ought to Know (6 articles), 
by Frederick Lownhaupt—lInvesting for 
Profit (6 articles), by G. C. Selden—In- 
timate Talks on Securities, by Richard 
D. Wyckoff—Notes on Office Trading (6 
articles)—Industrial Preferred Stocks vs. 
Common, by Henry Hall—Investing 
$10,000 Surplus—Earmarks of a Worth- 
less Stock—Selection of Growing Stocks 
—Rules of a Successful Speculator—Law 
of Averages and the Stock Market—The 
Stock Market Cycle, by Jas. H. Brook- 
mire—Electric Light Securities, by 
Schuyler R. Schaff—Practical Points for 
the Small Investor—When to Use Stop 
Loss Orders—Tariff Changes and Secur- 
ity Values, by Byron W. Holt—Side- 
lights on Wall St—The World’s Money 
Supply, by Maurice L. Muhlemann— 
Your Opportunities in Wall St—The 
Woman Investor—Canadian Pacific (2 
articles)—When to Buy and When to 
Sell—Foreign Exchanges, by August 
Ulrich—Commodity Prices and Bank 
Reserves—Legal Relations of Broker 
and Customer—Making Money in Cop- 
per Bonds, by John Oskison—The Turn 
of the Trend—Dozens of other equally 
interesting articles—Regular  depart- 
ments in every issue—Price, $1.67, postpaid. 
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You can at a small and strictly limited cost take 
advantage of a big rise or a big decline in the 
Stock Market with Puts & Calls. Shrewd traders 
use them in place of Margin. So can You. Why 
don’t you? 

Handsome profits have been made in them the 
past two years. All Puts & Calls Guaranteed by 
Members N. Y. Stock Exchange. 

Puts & Calls running from 7 to 60 days always 
on hand. Write for my list of offerings and descrip- 
tive Booklet. 
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Investment Bonds 


A volume discussing 
Their issues and places in finance. 
Frederick Lownhaupt. 


250 pages. 8vo. $1.75 (By mail $1.90). 


It contains the essential facts about 
securities, showing how they are issued 
and the general investment aspect of 
each. All the important features are 
given a full chapter each. Hundreds of 
facts not generally known by investors 
are set forth. 
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